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SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5441/November 28, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10523/November 28, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18190/November 28, 1973 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8104/November 28, 1973 


ACCOUNTING SERIES 
Release No. 149/November 28, 1973 


NOTICE OF ADOPTION OF AMENDMENT TO REGU- 
LATION S-X TO PROVIDE FOR IMPROVED DIS 
CLOSURE OF INCOME TAX EXPENSE 


The Securities and Exchange Commission today adopted 
amendments to Rule 3-16(0) of Regulation S-X calling for 
improved disclosure of income tax expense in financial 
statements filed with the Commission. These amendments 
were originally proposed on. December 18, 1972 (Securi- 
ties Act Release No. 5344) and then were reissued in re- 
vised form for additional comment on September 12, 1973 
(Securities Act Release No. 5421). 


The final rule includes a number of changes made in res- 
ponse to comments received although the basic requirements 
of the original proposal which called for disclosure of the 
components of tax expense, the reasons for timing differ- 
ences between book and tax reporting resulting in deferred 
income taxes, and a reconciliation between the effective 
income tax rate indicated by the income statement and the 
statutory Federal income tax rate have been retained and 
are adopted hereby. The proposal that the amount of de- 
ferred taxes shown on the most recent balance sheet which 
will be reflected in tax expense reported in income state- 
ments for each of the next five years be disclosed has been 
revised. The revision requires disclosure of deferred tax 
reversals only in cases where the registrant expects that the 
cash outlay for income taxes with respect to any of the 
succeeding three years will substantially exceed income tax 
expense for such year. 


The objectives of these disclosure requirements are to en- 
able users of financial statements to understand better the 
basis for the registrant’s tax accounting and the degree to 
which and the reasons why it is able to operate at a differ- 
ent level of tax expense than that which would be incurred 
at the statutory tax rate. By developing such an under- 
standing, users will be able to distinguish more easily bet- 
ween one time and continuing tax advantages enjoyed by 
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a company and to appraise the significance of changing 
effective tax rates. In addition, users will be able to gain 
additional insights into the current and prospective cash 
drain associated with payment of income taxes. 


Discussion of Comments Received 


Numerous comments were received in response to the 
exposure of this rule. In general, analysts and other users 
indicated that the required disclosure would be very help- 
ful to them in the process of analyzing results and deter- 
mining the earning power of acorporation. Financial 
executives generally opposed the aisclosure on the grounds 
that it would be costly to produce and would provide 


details which would be of little value to the average investor. 


The Commission has concluded that the benefits of the dis- 
closure are sufficient to require its presentation in financial 
statements filed with the Commission but it recognizes 
that the detailed disclosure provided herein will be pri- 
marily of interest to professional analysts who have the 
obligation to develop an understanding in depth of cor- 
porate results and may not be required in financial dis- 
closure designed for the average investor. The Commission 
notes, however, that financial statements prepared in con- 
formity with generally accepted accounting principles as 
set forth in Accounting Principles Board Opinion No. 11 
require disclosure of the “reasons for significant variations 
in the customary relationships between income tax ex- 
pense and pretax accounting income if they are not other- 
wise apparent from the financial statements or from the 
nature of the entity’s business” and it believes that many of 
the disclosures required by Rule 3-16(0) may be necessary 
in order to reflect the spirit of Opinion No. 11. 


A number of commentators suggested that the Commission 
does not have the authority to require disclosure of the 
information relating to income taxes because such infor- 
mation appears on the income tax returns of the corpora- 
tions and is therefore confidential. The Commission finds 
no merit in this position. The requirements for full and 
fair disclosure of material information to investors are a 
basic part of the Securities Act of 1933 and the Securities 
Exchange Act of 1934. Each Act provides that registra- 
tion statements filed under the Act must contain, in addi- 
tion to other information specified, such information “as 
the Commission may by rules or regulations require as be- 
ing necessary or appropriate in the public interest or for 
the protection of investors.” 1/ Both Acts also grant to the 
Commission the power to prescribe, with regard to docu- 
ments required to be filed, “the form or forms in which 
required information shall be set forth, and the items or 
details te be shown in the balance sheet and earnings state- 
ment....” 27 The Commission believes that the amend- 
ments to Regulation S-X adopted today are entirely con- 
sistent with its express authority under the Acts. The type 
of information required to be disclosed by these amend- 
ments is, in the opinion of the Commission, material to 
investors as noted above. 


Other comments indicated that the rule would require dis- 
closure of information which would be valuable to com- 
petitors since it would reveal tax strategy or which would 
lead taxing authorities to question tax deductions or assess 
claims based on amounts provided in computing tax ex- 
pense where items subject to varying tax interpretations 
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were treated in a manner favorable to the taxpayer. Those 
who made such comments did not provide specific ex- 
amples of items and amounts involved, but the Com- 
mission believes that most items of this sort would be of a 
size such that disclosure would not be required under the 
significance criteria set forth in the rule. In those cases, if 
any, where the amounts involved are sufficiently large to 
require disclosure the needs of present and potential in- 
vestors in public corporations are best served by providing 
such significant information even though there may be an 
increased risk of adverse consequences at the hands of com 
petitors. 







Numerous commentators raised questions about the pro- 
posed requirement that disclosure be made of the amounts 
of deferred income taxes shown on the year-end balance 
sheet which are expected to be reflected as components of 
tax expense in each of the next five years. It was pointed 
out that this disclosure would not achieve the stated ob- 
jective of providing insights into potential future cash out- 
lays for taxes since in the normal case one tax deferral is 
expected to be replaced by another. Hence the data pro- 
posed to be required might lead to the misleading infer- 

ence that a substantial cash outlay for taxes would be like- 

ly in the five-year period covered when such was not the 
case. The Commission recognizes the validity of these 
comments and has revised this particular proposal. The 
revised requirement calls for disclosure only in those cases 
when it is expected that the cash outlay for income taxes 
with respect to any of the succeeding three years will sub- 
stantially exceed income tax expense for such year. 





The Amended Rules 


Inasmuch as certain of the requirements under Rule 3-16 
(o) relate also to Rule 5-02-19, Prepaid expenses and de- 
ferred charges, and to Rule 5-02-35, Deferred credits, these 
rules have been amended to include a cross-reference to 
Rule 3-16(o). 





The text of amended Rules 3-16(0), 5-02-19, and 5-02-35, 
with the changes in the text from the current rule itali- 
cized below: 


Rule 3-16. General Notes to Financial Statements 


(0) /ncome tax expense.-(1) Disclosure shall be made, 
in the income statement or a note thereto, of the com- 
ponents of income tax expense, including: (i) taxes cur- 
rently payable; (ii) the net tax effects, as applicable, of (a) 
timing differences (/ndicate separately the amount of the 
estimated tax effect of each of the various types of timing 
differences, such as depreciation, research and development 
expense, warranty costs, etc. Types of timing differences 
that are individually less than 15 percent of the deferred 
tax amount in the income statement may be combined. 

If no individual type of difference is more than five per- 
cent of the amount computed by multiplying the income 
before tax by the applicable statutory Federal income tax 
rate and the aggregate amount of timing differences is less 
than five percent of such computed amount, disclosure of 
each of the separate types of timing differences may be 
omitted.) and (b) operating losses; and (iii) the net deferred 
investment tax credits. Amounts applicable to United 
States Federal income taxes, to foreign income taxes and 
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to other income taxes shall be stated separately for each 
major component, unless the amounts applicable to foreign 
and other income taxes do not exceed five percent of the 
total for the component. 


(2) /fit is expected that the cash outlay for income 
taxes with respect to any of the succeeding three years will 
substantially exceed income tax expense for such year, that 
fact should be disclosed together with the approximate 
amount of the excess, the year (or years) of occurrence and 
the reasons therefor. 


(3) Provide a reconciliation between the amount of 
reported total income tax expense and the amount com- 
puted by multiplying the income before tax by the appli- 
cable statutory Federal income tax rate, showing the esti- 
mated dollar amount of each of the underlying causes for 
the difference. if no individual reconciling item amounts to 
more than five percent of the amount computed by multi- 
plying the income before tax by the applicable statutory 
Federal income tax rate, and the iotal difference to be 
reconciled is less than five percent of such computed amount, 
no reconciliation need be provided unless it would be signi- 
ficant in appraising the trend of earnings. Reconciling items 
that are individually less than five percent of the com- 
puted amount may be aggregated in the reconciliation. The 
reconciliation may be presented in percentages rather than 
in dollar amounts. Where the reporting person is a foreign 
entity, the income tax rate in that person’s country of 
domicile should normally be used in making the above 
computation, but different rates should not be used for sub- 
sidiaries or other segments of a reporting entity. If the rate 
used by a reporting person is other than the United States 
Federal corporate income tax rate, the rate used and the 
basis for using such rate shall be disclosed 


Rule 5-O2 Balance Sheets. 


19. Prepaid expenses and deferred charges. --State 
separately any material items. Items properly classed as 
current may, however, be included under caption 8. (See 
also Rule 3-16(o).) 


35. Deferred credits.--State separately amounts for 
(a) deferred income taxes, (b) deferred tax credits, and (c) 
material items of deferred income. The current portion of 
deferred income taxes shall be included under caption 26 
(see Accounting Series Release No. 102). (See also Rule 
3-16(o0).) 


In order to clarify the rules as adopted, an example of dis- 
closure and associated assumptions and computations has 
been attached as an exhibit to this release. 


The amendments to Regulation S-X have been adopted pur- 
suant to authority conferred on the Commission by the 
Securities Act of 1933, particularly Sections 6, 7, 8, 10 

and 19(a) thereof; the Securities Exchange Act of 1934, 
particularly Sections 12, 13, 15(d) and 23(a) thereof; the 
Public Utility Holding Company Act of 1935, particularly 
Sections 5(b), 14 and 20(a) thereof; and the Investment 
Company Act of 1940, particularly Sections 8, 30, 31(c) 
and 38(a) thereof. 
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The above amendments to Regulation S-X shall be appli- 









cable to financial statements for periods ending on or after 
December 28, 1973. Such disclosure is recommended but 
not required for financial statements of prior periods in- 
cluded in filings with the Commission subsequent to De- 
cember 31, 1973. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Section 7 of the Securities Act of 1933 (Act) and Sec- 
tion 12(g) and (b) of the Securities Exchange Act of 1934 
(Exchange Act). In addition, Section 13(a) of the Exchange 
Act requires issuers of securities registered under that Act 
to file reports and information “in accordance with such 
rules and regulations as the Commission may prescribe as 
necessary or appropriate for the proper protection of in- 
vestors and to insure fair dealing in the security.” 


2/ Section 19(a) of the Act and Section 13(b) of the Ex- 
change Act. 


EXHIBIT 


The following example of the disclosure required under 
Rule 3-16(o) is provided to assist registrants in appraising 
the proposal and in complying with it. 


|. Assumptions 


The following facts apply to a hypothetical business cor- 
poration for the calendar year 1973 (all figures in thousands): 
Book income before tax _ $15,000 

(1) Assets purchased at the beginning of 1973 at a 
cost of $10,000, eight year life, double declining balance 
depreciation for tax purposes, straight line on Dooks, e- 
ligible for 7% investment credit. 


(2) Research costs of $3,000 deducted on tax return 
but amortized over following years for book purposes. 


(3) Warranty reserve of $1,400 provided for book pur- 
poses is not deductible for tax purposes until warranty 
costs are incurred. 


(4) Income before taxes includes $2,000 related to 
construction-type contracts still in process which are ac- 
counted for on the percentage of completion method for 
book purposes and on the completed contract method for 
tax purposes. 


(5) Amortization of goodwill of $800 is not deductible 
for tax purposes. 


(6) Book income before taxes includes $2,400 which 
represents the net income of wholly-owned foreign sub- 
sidiaries that are expected to indefinitely invest their un- 
distributed earnings. Foreign Subsidiary A is permitted 
under its local tax laws to deduct a provision for an in- 
ventory reserve related to increased inventory levels. 

The reserve would be reduced in periods of inventory de- 
cline. For consolidated financial statement purposes, no 
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is $420. The subsidiaries have reportable taxes in their res- 
pective foreign jurisdiction as follows: 











Foreign Sub- Foreign Sub- 

sidiary A sidiary B Total 
Foreign Book Income be- 
fore Taxes $2,100 $300 $2,400 
Foreign Jurisdiction 
Tax Rate 30% 50% 
Currently Taxable In- 
come $ 700 $300 $1,000 
Current Tax Expense 210 150 360 
Deferred Tax Expense 420 > 420 
Total Foreign Income 
Tax Expense $ 630 $1 $ 780 








(7) Investments sold during the year resulted in a gain 
of $1,000, which is taxed at capital gain rates of 30%. 


(8) Included in income is $1,500 of interest on tax 
exempt municipal bonds. 


(9) State and local income taxes amounted to $400. 
\l. //ustrative Note 
Note -- 


Income tax expense (all data in thousands). 


Income tax expense is made up of the following com- 
ponents: 











U.S. State & 

Federal Foreign Local Total 
Current Tax Expense $2,312 $360 $400 $3,072 
Deferred Tax Expense 2,328 420 -0- 2,748 

$4,640 $780 $400 $5,820 














Deferred tax expense results from timing differences in the 
recognition of revenue and expense for tax and financial 
statement purposes. The sources of these differences in 
1973 and the tax effect of each were as follows: 


Excess of tax over book depreciation $ 600 

Research and development costs expensed 

on tax return and deferred on books 1,440 

Revenue recognized on completed con- 

tract basis on tax return and on per- 

centage of completion basis on books 960 

Tax deductible inventory reserve pro- 

vided in foreign tax jurisdiction 420 

Warranty cost charged to expense on 

books but not deductible until paid (672) 
$2,748 


Total tax expense amounted to $5,820 (an effective rate of 
38.8%), a total less than the amount of $7,200 computed 
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such accrual is made and the associated deferred tax expense 


by applying the U. S. Federal income tax rate of 48% to 
income before tax. The reasons for this difference are as 
follows: 





% of 
pretax 

$ Amount income 
Computed “expected” tax expense $7,200 48.0% 
Increases (reductions) in taxes re- 
sulting from: 
Foreign income subject to foreign 
income tax but not expected to be 
subject to U. S. tax in foreseeable 
future ($2,400 x 48%) -- $780= 
$372 $ (372) (2.5) 
Tax exempt municipal bond in- 
come (720) (4.8) 
Investment tax credit on assets pur- 
chased in 1973 (700) (4.7) 
Goodwill amortization not 
deductible for tax purposes 384 2.6 
State and local income taxes, net 
of Federal income tax benefit 1/ 208 1.4 
Benefit from income taxed at 
capital gains rate (1,000 x 48%) -- 
(1,000 x 30%)=$180 2/ (180) (1.2) 

Actual tax expense $5,820 38.8% 





Based upon currently anticipated expenditures and oper- 
ations, it is expected that the deferred income tax balance 
will be substantially reduced in 1976 and the cash outlay 
for taxes associated with that year will exceed tax expense 
by approximately $4,000, primarily due to the book 
amortization in that year of research and development 
expense previously deducted for tax purposes. 


Ill. Computational Guide 


(Furnished only to enable interested parties to determine 
source of numbers shown in above illustrative note; not to 
be required of registrants in filings.) 


A. Tax computations 
Book income before tax $15,000 
State income tax 


NOTE: 


1/ Since these amounts are less than 5% of the computed 
“expected” tax expense, they could be combined with any 
other items less than $360 into an aggregate total. For 
example, these items could be disclosed as follows: 
“Miscellaneous items... $28... 0.2%.” 


2/ If no single item had exceeded $360 in this case and 
the total net difference of all items was also less than $360, 
this reccnciliation would not have been required. 











0, 











Permenent differences: 





Goodwill amortization 800 

Municipal bond income (1,500) 

Foreign income, no 

domestic income tax (2,400) 

Capital gain (1,000) (4,100) 
$10,500 

Timing differences: 
Excess depreciation (1,250) 
R & D deducted on tax return (3,000) 


Warranty cost not deductible until 
paid 1,400 


Percentage of completion income (2,000) 
Taxable income (excl. cap. gain) $ 5,650 


Tax to be paid 


Tax on ordinary income .48x5,650 $ 2,712 


Plus capital gain tax .30 x 1,000 300 
Less investment credit (700) 
Actual tax paid $ 2,312 


Tax expense per books 


Tax expense on ordinary 


income 48x 10,500 $ 5,040 
Plus capital gain tax 300 
Less investment credit (700) 

Tax expense -- Federal $ 4,640 
Foreign tax $ 780 
State and local income tax $ 400 


B. Facts affecting disclosure of net deferred income taxes. 


Estimated Changes in Deferred Income Tax Accounts on 
Balance Sheets: 





1974 1975 1976 
Balance -- beginning 
of year $10,000 $11,000 $10,500 
Additions for timing 
differences in each 
year 1/ 3,000 1,500 500 
Reversals of balances at 
beginning of each year (2,000) (2,000) (4,500) 
Balance -- end of year $11,000 $10,500 $ 6,500 


NOTE: 


L/ Includes effect of expected expenditures in each sub- 
sequent period which give rise to additional tax deferrals. 


1 


C. Computations of disclosure limits per Rule 3-16(o) 
Computed amount 15,000 x .48 = 7,200 


5% of computed amount .05 x 7,200 


360 


15% of deferred tax .15x 2,728 


409 





SECURITIES ACT OF 1933 
Release No. 5442/November 30, 1973 


Admin. Proc. File No. 3-4323 
In the Matter of 


GEORGE MARISCAL 
Suite 2002 

3003 North Central Avenue 
Phoenix, Arizona 


ORDER PERMANENTLY SUSPENDING ATTORNEY 
FROM APPEARANCE OR PRACTICE BEFORE COM- 
MISSION 


On June 12, 1973, the Commission entered an order, pur- 
suant to Rule 2(e) (3) (i) of its Rules of Practice, tempor- 
arily suspending George Mariscal, an attorney, from appea- 
ring or practicing before it. That order was based on the 
fact that on March 12, 1973, Mariscal was permanently en- 
joined by name by the United States District Court for the 
District of Arizona from violating Sections 5(a) and 5(c) of 
the Securities Act. (Securities and Exchange Commission 
v. Mariscal, No. Civ. 72-255) 


The complaint in the injunctive action alleged, among other 
things, that in furtherance of a scheme to sell unregistered 
common stock of Sovereign Industries, Inc., Mariscal caused 
that company to acquire the assets and liabilities of Den-Lu 
Corporation, an insolvent company controlled by him, in 
exchange for 250,000 shares of Sovereign stock; issued a 
false opinion letter that those shares could be sold without 
registering them with the Commission; sold thousands of 
shares through brokerage firms throughout the country 
through fictitious accounts; and forged endorsements to 
the checks issued in payment for such sales. On February 
9, 1973, the Court granted the Commission’s motion for 
summary judgment with respect to those allegations and 
thereafter entered the injunction referred to above. 


Rule 2(e) (3) (ii) of the Rules of Practice provides that any 
person temporarily suspended in accordance with paragraph 
(i) may, within 30 days after service upon him of the order 
of temporary suspension, petition the Commission to lift 
such suspension, but that if no petition has been received 
by the Commission within 30 days after such service the 
suspension shall become permanent. Mariscal was duly 
notified of this provision. The 30-day period has expired 
and no petition to lift the suspension has been received by 
the Commission. 


Accordingly, 1T 1S ORDERED that George Mariscal be, and 
he hereby is, permanently suspended from appearing or 
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practicing before the Commission. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10521/November 26, 1973 


The Securities and Exchange Commission has issued an 
amending order for public administrative proceedings under 
the Securities Exchange Act of 1934 involving J. Shapiro 
Co., a Minneapolis, Minnesota broker-dealer, and several cf 
its officers and directors. 


On January 11, 1973 the Commission ordered public 
administrative proceedings against J. Shapiro Co., Jerome 

H. Shapiro, the president and principa! shareholder and 
Otto D. Christenson, a former registered representative. The 
proceedings were based on allegations of violations of the 


net capital, hypothecation, and anti-fraud provisions, record- 


keeping requirements, and reporting requirements of the 
Federal securities laws. 


The-amending order alleges additional violations of the 
net capital provisions, record-keeping requirements, and 
reporting requirements against J. Shapiro Co. and Shapiro. 
It further alleges additional violations of the anti-fraud pro- 
visions against J. Shapiro Co., Shapiro, George W. Fre- 
dericks, a vice-president and director, David T. Hoffman, 
assistant to Fredericks, and Rodriey G. Aaberg, a former 
registered representative. Moreover, the following officers 
or directors of J. Shapiro Co. were named in the amending 
order pursuant to Section 10(b) of the Securities Investor 
Protection Act of 1970: 


Shapiro, Donald R. Anderson, Fredericks, 
Paul G. Kaus, Edward D. Clapp, Herman J. Polisky, 
Miles U. Braufman and Stephen B. Goot. 


J. Shapiro Co. ceased doing business on April 11, 1973. A 
SIPC trustee was appointed on April 13, 1973. 


A hearing will be scheduled by further order to take evi- 
dence on the staff charges and afford respondents an 
opportunity to offer any defenses. The purpose of the 
hearing is to determine whether the allegations are true, 
and if so, whether any action of a remedial nature is neces- 
sary or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10522/November 27, 1973 
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The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 1:00 p.m. (EST) on November 27, 1973 and terminating 
at midnight (EST) on December 6, 1973 of the securities of 
the following issuers which have failed to file with the 
Commission the indicated reports: 


AFM HOLDING, INC., located in Allentown, Pennsylvania 
(10-K Annual Report for 1972; 10-Q Quarterly Reports 
for 1972 and 1973); 


ACME MISSILES & CONSTRUCTION CORP., located in 
Rockville Center, New York (10-K Annual Reports for 
1971 and 1972; 10-O Quarterly Reports for 1971, 1972, 
and 1973); and 


DUESENBERG CORP., located in Los Angeles, California 
(10-K Anrual Report for 1972; 10-O Quarterly Report for 
1973). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quo- 
tation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any bro- 
ker or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Division of En- 
forcement in Washington, D. C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10523/November 28, 1973 


See Securities Act Release No. 5441/November 28, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10524/November 27, 1973 
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the temporary suspension of over-the-counter and ex- 


ion ("Sanitas”), a Connecticut corporation located in Hart- 
ford, Connecticut, will terminate at midnight (EST) on 
December 2, 1973. 


Qin" trading in all securities of Sanitas Service Corpora- 


The Commission initiated the trading suspension on Sep- 
tember 24, 1973 in the securities of Sanitas because of the 
lack of adequate and accurate public information concerning 
the company. 


On November 9, 1973 Saritas mailed a letter to shareholders 
setting forth recent corporate information. The release con- 
tained financial statements of Sanitas which set forth com- 
parative profit and loss and balance sheet information for 
fiscal 1972 and 1973 which show that Sanitas sustained a 
net loss for fiscal 1973 of $1,292,611, in part due to the 
establishment of a $1.9 million reserve, net of tax for ex- 
pected losses arising from the sale of the assets of Sanitas’ 
former Economy Linen Service Division. The net loss for 
fiscal 1972 was $39,242. At this time, the company’s 
independent public accountants cannot opine to the ade- 
quacy of the described reserve and, therefore, their opi- 

nion is subject to the ultimate determination of adequacy. 
The release further states that as of June 30, 1973, the 
company’s current assets were $24,114,000 and its current 
liabilities were $16,732,000 and stockholders’ equity was 
$17,847,000 and consolidated tangible net worth was 
$6,351,000. The release also states that an amendment to 
the existing Loan Agreement was executed on October 15, 
1973 by the Banks participating in Sanitas’ $15 million 
loan, which waives any default condition which may have 
existed through October 15, 1973, requires that company 
to maintain a certain ratio of consolidated senior indebted- 
ness to consolidated tangible net worth plus subordinated 
indebtedness, limits the payment of dividends, and provides 
certain other financial limitations on the company. 


On November 27, 1973 Sanitas issued a press release and a 
letter to shareholders containing, among other things: 
information on public sales of Sanitas’ securities and other 
transfers of Sanitas’ stock made other than in a public 
market by Sanitas’ officers, directors and their relations 
during the period July 1, 1972 to September 19, 1973; a 
statement that the Commission is conducting an investi- 
gation concerning Sanitas’ affairs; and a statement that 
Sanitas’ officers and directors had undertaken not to effect 
any public sale or purchase of Sanitas’ securities until 
March 6, 1974 unless released earlier from such obligation 
by the company. 


The iniurmation stated above, which was released by the 
company, has not been passed upon by the Commission. 


The Commission cautions broker-dealers, shareholders, 

and prospective purchasers that they should carefully con- 
sider the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, 
at the termination of the trading suspension no quotation 
may be entered unless and until they have strictly com- 
am with all of the provisions of said rule. If any broker 
x 





or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Division of En- 
forcement in Washington, D. C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quo- 
tation which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10525/November 29, 1973 


NOTICE OF REVISION OF PROPOSED AMENDMENTS 
TO RULE 15c3-1 UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 File No. S7-498 


The Securities and Exchange Commission today announced 
a revision of its proposal to amend Rule 15c3-1 ("the net 
capital rule”) under the Securities Exchange Act of 1934. 
On December 5, 1972 in Securities Exchange Act Release 
No. 9891 the Commission proposed to revise the net capi- 
tal rule. The comment period on this proposal expired on 
March 6, 1973 and a great number of constructive com- 
ments and suggestions were received. The Commission has 
carefully considered these comments and suggestions and 
has determined to publish a revised proposal for comment 
as set forth below. 


The revised proposal does not change the basic net capital 
concept under which the securities industry has operated 
for many years. Instead it continues the concept which 
requires broker-dealers to maintain a high degree of liquid- 
ity at all times in order to protect customers and maintain 
their confidence. At the same time it recognizes the need 
to attract permanent investment capital to the securities 
industry to meet the larger commitments which will arise 
as the capital requirements of our nation expand. The 
Commission believes the revised rule will meet these ob- 
jectives. 


The Net Capital Rule. 


Some of the principal changes in the revised proposal in- 
clude: 


(1) Clarification of the minimum net capital require- 
ments needed to engage in broker or dealer activities with 
particular attention given to minimum market maker re- 
quirements; 


(2) Arevised definition of assets not readily convertible 
to cash which gives some recognition to the collectability 
of certain assets normally accomplished within a relatively 
short period of time; 


(3) Revised securities haircut requirements to give greater 
recognition to the market volatility of various types of 
securities and the importance of the market maker func- 
tion; 
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(4) The treatment for net capital purposes of options 
including those where a recognized secondary market 
exists; 


(5) Additional flexibility for broker-dealers in estab- 
lishing their capital structures including the recognition of 
flow through capital from certain subsidiaries; 


(6) Aphase-in provision with respect to the proposed 
provisions pertaining to subordinated debt. 


The revised rule and release follows the same format as 
Securities Exchange Act Release No. 9891 and is sub- 
divided into four parts: (1) Classifications of Brokers and 
Dealers for purposes of the minimum liquidity require- 
ments deemed necessary for broker or dealers; (2) Ex- 
emptive Provisions; (3) Standards for the purpose of 
determining liquidity; and (4) Minimum Equity and Sub- 
ordinated Debt Requirements for all brokers and dealers. 
No attempt is made in this release to discuss every provi- 
sion of the rule and this discussion is limited to the im- 
portant changes made from the prior proposal. The text 
of the rule identifies the changes made in the December 5 
proposal by bracketing those provisions deleted and under- 
lying new ones. In commenting on the revision specific 
reference should be made to the text of the proposed rule. 


1. Classification of Brokers and Dealers 


The revised proposal continues the concept of establishing 
different classifications of brokers or dealers so that less 
minimum net capital is required of those firms who con- 
fine their business to specific segments of the securities 
business and more comprehensive requirements would apply 
to those broker-dealers who do a general securities bus- 
iness including underwriting and market making. 


The revision continues the basic $25,000 minimum net 
capital requirement and 8:1 ratio of aggregate indebted- 
ness to net capital for the first year of a broker or dealer's 
operation and a $25,000 minimum requirement and 15:1 
ratio thereafter for all broker-dealers engaged in a general 
securities business. 1/ 


A $50,000 minimum net capital requirement and 15:1 
ratio is continued for those broker-dealers who write or 
endorse options. 2/ 


The Commission has revised the minimum net capital re- 
quirements for market makers so the minimum requirement 
shall be $25,000 and a 15:1 ratio or $2,500 per security in 
which such broker-dealer makes a market, whichever is 
greater, with a maximum requirement of $100,000 or a 
15:1 ratio. For securities which have a market value of less 
than $5 per share the minimum requirement of $500 for 
each such security has been retained. The Commission be- 
lieves that the $2,500 requirement will significantly streng- 
then the financial responsibility of market makers without 
being unduly restrictive on smaller broker-dealers and 
would not in our view inhibit the market making function. 
In addition the proposed rules ratio requirement will pro- 
vide a liquidity cushion beyond the minimum requirements 
set forth in this rule. 3 / 


The Commission believes that the question of whether a 
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broker-dealer is making a market which will require the 
additional minimum net capital required by this provision 
is a question of fact to be determined on a case by case 
basis and a broker-dealer’s course of dealings may in fact  ' 
indicate he is making a market in a particular security when 
publishing one sided quotations. In such instances he will 
be required to meet the additional minimum market maker 
capital requirement of this provision. 


=e Ss —-— =< = 


The two $5,000 minimum net capital classifications of the 
proposed rule have been combined and clarified to more 
clearly reflect the permissable activities in which a broker- 
dealer with $5,000 of minimum net capital may engage. It 
should be noted that the $5,000 minimum requirement is 
predicated on the fact such broker-dealers do not handle 
funds or securities, do not carry customer accounts, do not 
engage in market making or other dealer activities, and f 
limit their activities to the sale of various securities in a pre- 
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scribed manner. The permissable activities of a $5,000 T 
minimum net capital broker-dealer are limited to: (1) h 
the introduction of customer accounts on a fully disclosed r 
basis to another broker-dealer meeting more comprehen- r 
sive capital requirements; (2) the sale of securities on a 0 
subscription basis; or (3) the sale of securities as broker on tl 
a best efforts basis, or condominium units, through an es- p 
crow account as prescribed in Rule 15c2-4 urider the se 
Securities Exchange Act of 1934. This provision has been ti 
further clarified to indicate that it is permissable for such 

a $5,000 minimum net capital firm to engage in an occasion- T 
al purchase or sale of a security for his own investment ac- ol 
count cleared either through another broker or dealer or E 
by himself. In addition, certain limited and defined prin- R 
cipal transactions, as set forth in the rule, may be engaged ac 
in if cleared through another broker or dealer. 4/ be 
The $2,500 minimum capital requirement has been re- T 
tained unchanged; however, the Commission wishes to li 
make clear that this is a special capital requirement which m 
is strictly limited in its application to those broker-dealers ne 
who sell only mutual funds or variable annuity contracts. m 


Any extension by the broker-dealer of his business activi- 
ties into the sale of other types of securities will cause Fi 
such broker-dealers to lose the benefits of this provision th 
and depending on the manner in which they conduct their } 
operations may subject the broker-dealer to either a $5,000 | ow 
or $25,000 minimum net capital requirement. 5/ 





, 8. 

Finally, it should be noted that the classifications discussed 
above are minimum net capital requirements and in all r mT 
cases the ratio requirements of the rule continue to govern | /y 
all brokers or dealers regardless of their activities. . mM 
pe 
2. Provisions for Exemption of Certain Broker-Dealers in 
and Specialists re 
co 
The revised rule continues to exempt from its provisions cl 
those specialists who have no public customers. In addition, by 
the revised rule has added to those exchanges whose ' 


specialists are to be excluded from the proposed rule, the 
Chicago Board Options Exchange (“CBOE”) provided those ar 
specialists on the CBOE have no public customers, are not 
also clearing members of the CBOE and the clearing mem- 
ber guaranteeing the specialists performance meets the 
capital requirements the specialist would otherwise be re- 
quired to meet. 
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With respect to the proposed rules general exemptive pro- 
vision, which is now embodied in subparagraph (b) (2) of 
the rule, a number of commentators questioned whether 
previous exemptions granted by the Commission pursuant 
to this exemption wouid be continued under the revised 
rule. The Commission wishes to make clear that exemp- 
tions from Rule 15c3-1 previously granted pursuant to for- 
mer subparagraph (b) (3) of the rule will continue to be 
applicable to brokers or dealers under the revised rule pro- 
vided their business continues to be conducted in accor- 
dance with the conditions upon which the exemption was 
originally granted. 7/ 


3. Standards for Purposes of Determining Liquidity 
A. Aggregate Indebtedness (Al) 


The definition of aggregate indebtedness in the revised rule 
has been expanded in order to clarify those liabilities which 
may be excluded from the rule’s provisions. The revised 
rule would exclude from Al, indebtedness secured by assets 
of the broker-dealer only when no recourse exists against 
the broker-dealer respecting such indebtedness. A phase-in 
provision is included for indebtedness which is “adequately 
secured” by assets of the broker or dealer under the exis- 
ting rule. 8/ 


The revision makes clear that Al is to be offset by amounts 
on deposit in the “Special Reserve Bank Account for the 
Exclusive Benefit of Customers established pursuant to 
Rule 15c3-3. In addition, credit balances in the securities 
accounts of partners which are not subordinated need not 
be included in Al. 9/ 


The revised rule would also permit the exclusion from Al of 
liabilities which are subordinated tc the claims of custo- 
mers and general creditors and which are not includable in 
net worth pursuant to a satisfactory subordination agree- 
ment pursuant to the rule. 10 / 


Finally, the rule makes clear that deferred tax liabilities of 
the broker or dealer are excludable from Al only. when the 
deferred tax liability arises from the appreciation of assets 
which are not readily convertible to cash. 11 _/ 


B. Net Capital 


The revised rule provides that certain assets which previous- 
ly did not qualify as assets readily convertible to cash may 
now be included as net capital. Thus, the revised rule would 
permit the inclusion in net capital of dividends receivable, 
interest receivable, floor brokerage receivable, commissions 
receivable from other brokers or dealers, mutual fund 
concessions receivable, good faith deposits and insurance 
claims (which have been acknowledged as due and payable 
by the insurance carrier) as assets readily convertible to 

cash for a period of no longer than 30 days from the date 
they arise or in the case of insurance claims the date they 
are acknowledged. Clearing deposits would also be treated 
as an asset readily convertible to cash. 12./ The revised 

rule continues to charge stock record differences against net 
capital at an early date. 13 / 


The Commission believes that the question of whether 
pecurities shipped free should receive partial capital credit as 





proposed in the December 5, 1973 Release deserves further 
study. The Commission has therefore eliminated the pro- 
vision giving partial credit for such unsecured receivables 
and seeks specific comment on the impact of this charge on 
small broker-dealers particularly those who must make free 
shipments of securities to mutual funds. 


C. Securities Haircuts - Debt Instruments 


The revised rule modifies the haircut provisions of the 
original proposal so that they more accurately reflect the 
historical market fluctuations of these instruments. The 
Commission to a limited extent has also recognized the use- 
fulness of the nationally recognized statistical rating organ- 
izations as a basis for establishing a dividing line for securi- 
ties with a greater or lesser degree of market volatility. 


Generally haircuts on debt instruments, be they exempt 
securities, commercial paper, bankers acceptances, negoti- 
able certificates of deposits, or non-convertible debt securi- 
ties would be haircut based on time to maturity. In addi- 
tion, debt securities have been recognized as instruments in 
which short positions within the various percentage cate- 
gories represent substantial hedges against long positions 
and only the greater of the long or short positions in each 
category would be haircut. 


United States Government securities with less than one 
year to maturity would receive no haircut. Those United 
States government securities with more than a year to 
maturity would be haircut from 1-3 percent. With respect 
to a broker-dealers obligations under repurchase or reverse 
repurchase agreements in U. S. government securities it is 
the Commission’s view that the broker-dealer should be 
treated as if he were long the securities subject to such 
agreements and apply the appropriate haircuts. 


Commercial paper, bankers acceptances and certificates of 
deposit with less than one year to maturity would receive 
haircuts of between 1/8 and 1/2 of 1 percent based on time 
to maturity. Reference should be made to the attached pro- 
posal respecting other debt securities. 14 / 


Convertible debt securities generally would be haircut in a 
manner similar to equity securities except if rated in one of 
the four highest categories by any nationally recognized 
statistical rating services in which case they would be hair- 
cut in a manner similar to non-convertible debt securities. 


15 / 
D. Securities Haircuts - Equities 


The revised rule would continue to haircut the greater of 
the long or short positions in equity securities 30 percent 
of their market value. The lesser of the long or short 
position, however, would receive a reduced haircut in recog- 
nition that short positions can improve market liquidity 
and aid in maintaining fair and orderly markets in securities. 
Under the proposal, the first 25 percent of the lesser of the 
long or short position would be exempt from a short po- 
sition over the 25 percent exemption would receive a 15 
percent haircut. 16 / 


The revised rule would also provide haircuts on risk arbit- 
rage positions equal to 30 percent of the greater of the long 
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or short positions in the arbitrage positions where there is 

a publicly announced merger or acquisition which will in- 
volve an exchange of shares for.a period of 90 days from the 
date of the announcement. 17 / 


The rule provides that securities for which there is no ready 
market or which cannot be publicly offered oi sold because 
of statutory, regulatory or contractual arrangements shall 
receive a 100% haircut. It is the Commission’s view that 
since sales of such securities may present special regulatory 
problems any reduced haircut requirement would be in- 
appropriate absent special consideration by the Commission. 


E. Options 


The proposed rule provides a detailed explanation of the 
treatment of options for the purpose of the net capital rule. 
The proposal clarifies the appropriate procedure for recog- 
nition of unrealized profits and losses for purposes of the 
rule. Generally, the unrealized profit and loss to be recog- 
nized would be the difference between the cost, other basis 
or proceeds of the sale of the underlying security and the 
realizable value of the security position upon expiration or 
exercise of the options related to the underlying security 
position. Realizable value could be either the market value 
of the underlying security position if any, or the exercise 
value of the option purchased or written whichever is most 
likely to be realized. 18 / 


The rule treats all positions in options separately and 
generally removes the treatment of options from the open 
contractual commitments provision of the rule. In addition, 
options listed on a registered national securities exchange 

or facility of a registered national securities association 
would be treated differently from other options. 


(1) Options Not Listed on an Exchange 


Short options not hedging a firm security position would 
receive a charge equal to 30 percent of the market value of 
the underlying security increased by any unrealized loss. 


19 / 


Securities positions hedged by short options would receive 
a haircut of 30 percent of the market value of the under- 
lying security reduced by any amount which represents the 
probable profitable exercise of the option. 20 / 


Option conversion accounts generally would receive a hair- 
cut equal to 15 percent of the market value of the under- 
lying security position. 21_/ Where the broker or dealer is 
long either a put or call with no underlying security position 
the required haircut would be 30 percent o7 the market 
value of the underlying security, reduced by any unrealized 
profits but not to exceed the unrealized profits to be recog- 


nized. 22 / 


(2) Options Listed on an Exchange or Registered National 
Securities Association 
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Options in the same underlying security, with the same 
expiration date and the same striking price would be netted 
to arrive at net long or net short options. Long positions in 
options traded on an Exchange or on a facility of a Regis- 
tered National Securities Association would receive a haircut 
equal to 30 percent of the market value of the option. Any 
net short position in such options would be treated as non- 
listed options described above. 23 / Securities positions 
which are hedged by long options listed on an exchange 
would receive a haircut equal to 30 percent of the market 
value of the underlying security appropriately reduced 
where the long option is likely to be exercised. 24 / 


Securities positions hedged by short options listed on an 
Exchange would be treated in a manner similar to non-listed 
options. 25 / 


(3) Uncovered Options Written by Customers 


Additional capital charges would be required for uncovered 
options written in customer accounts where the broker- 
dealer has not provided that customer’s accounts are ade- 
quately collateralized to assure the customer’s ability to 
complete the transaction when the option is exercised. 26 / 


F. Securities with a Limited Number of Market Makers 


The revised proposal continues the proposed 40 percent 
haircut for securities not: (1) listed on an exchange; (2) 
designated as OTC margin stock; (3) listed on NASDAQ; or 
(4) redeemable shares of registered investment companies 
for which only one or two independent market makers 
exist. The proposal, however, provides for a lesser haircut 
where a security can be demonstrated to be adequate col- 
lateral for a loan from a bank regularly making such loans 
to broker-dealers. 27 _/ 


G. Undue Concentration Provisions 


The revised rule provides for an additional haircut for any 
securities long or short, of a single issuer, including any 
option to purchase or sell such securities, which have a 
market value exceeding 10 percent of net capital before the } 
application of haircuts if such securities are in position for 
more than 15 calendar days. The proposed haircut would 

be applied to any single security regardless of whether or 

not the individual security position was part of a long or 
short position exempted pursuant to subparagraph (c) (2) 


(D). 28 / } 
H. Commodities 


Generally, the commodity provisions of the proposed rule 
remain unchanged from the previous proposal. However, 
the percentage charge on customer commodity accounts 
has been reduced to % of 1% of total long or short future 
contracts carried for customers exclusive of spreads or 
straddles in the same commodity and those contracts hed- 
ging spot commodity positions. 29 / 


(4) Minimum Equity and subordinated Debt Requirements | 


for all Broker-Dealers ( ) 
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A. Subordinated Indebtedness 


The rule has been substantially revised respecting sub- 
ordinated capital contributions to broker-dealers in an 
attempt to give firms greater flexibility in attracting capital 
without exposing customers to risk of loss resulting from a 
lack of permanence of their capital structures. In addition, 
the revision would allow broker-dealers under specified 
conditions to prepay subordinated indebtedness and eli- 
minate unnecessary interest expense where the firm has 
excess capital not being utilized by the firm. 


The revised proposal would reduce the minimum term for 
all subordinated loans to one year from the date they be- 
came effective. Loans may provide for accelerated matu- 
rity on six months notice-but not earlier than 1 year from 
the date they are entered into. Repayment of all sub- 
ordinated loans would be prohibited if after repayment the 
broker-dealer’s capital ratio would be above 12:1 or in 
violation of the rule unless all claims of customers and pre- 
ferencial creditors are first satisfied. 30 / 


Prepayment of a subordinated loan could be made at the 
option of the broker-dealer if the firms net capital ratio 
after repayment would not exceed 8:1. 31// In additio::, 
the rule permits repayment of subordinated loans in install- 
ments after the minimum one year term. 


The rule would permit a temporary infusion of subordinated 
capital for unusual underwritings up to three times annually 
if the firms capital ratio is under 10:1 at the time such 
underwritings are contemplated and the broker-dealer is 

not subject to the reporting provisions of Rule 17a-11. 32 / 


Finally, the rule requires approval of subordination agree- 
ments by the Examining Authority designated by SIPC or 
the Commission’s Regional Offices in the case of SECO 
broker-dealers. 33 / 


B. Capital From Subsidiaries of Broker-Dealers 


The revised rule provides that a broker-dealer shall con- 
solidate in a single computation the net capital and aggregate 
indebtedness of the parent broker-dealer and any subsidiary 
for which it guarantees of is otherwise required to assume 
liabilities. Where the broker-dealer can demonstrate in an 
opinion of counsel both that the subsidiary can be liqui- 
dated in 30 days by the parent or a SIPC or other trustee 
and the liabilities of the subsidiary wiil not become li- 
abilities of the parent, the parent may elect not to com- 

pute his net capital on a consolidated basis. Finally, where 
the broker-dealer cannot liquidate the subsidiary in 30 days 
no flow-through capital benefits may accrue to the parent 
but liabilities of the subsidiary need not be consolidated 
with the parent’s where an opinion of counsel indicates that 
those liabilities will not become liabilities of the parent in 
the event of the broker-dealer’s liquidation. 34 / 


C. Debt Equity Restrictions 


The revised rule continues the 30 percent minimum equity 
requirement of the original proposal, however, this pro- 
vision has been modified in order to permit the inclusion as 
equity under the provision certain long term subordinated 
Jloans which are not subject to any accelerated maturity 








provisions where such subordinated capital has been con- 
tributed by a partner, stockholder, or principal of the firm 
for at least 3 years. In addition, the rule prohibits a bro- 
ker-dealer’s equity as defined from being less than 30% of 
the total capitalization of the firm for more than 90 days 
uniess application is made to the Commission. 35 / 


The revised rule has modified the provision prohibiting 
capital distributions by the broker-dealer when the firm’s 
equity has been reduced below 50 percent of its total capi- 
talization; however, such distributions would still be pre- 
cluded if the firm’s equity were less than 30 percent of the 
firm’s total capitalization or if the firm's capital ratio were 
above 10:1. Finally, the revision makes clear that capital 
withdrawals would be permitted for the payment of part- 
ners taxes and a reasonable salary. 36 / 


Statutory Basis 


This amendment to Rule 15c3-1 is proposed to be adopted 
pursuant to Sections 10(b), 15c(3), 17(a), and 23(a) of the 
Securities Exchange Act of 1934. 


The text of the Rule is as follows: 


Rule 15c3-1 Net capital requirements for brokers and 
dealers 


(a) Nomember, broker or dealer shall permit his aggre- 
gate indebtedness to all other persons to exceed 1500 per 
centum of his net capital, and every broker or dealer shali 
have the net capital necessary to comply with the follow- 
ing conditions: 


(1) In the case of a newly [ if he becomes |] registered 

[ asa ] broker or dealer [ on or after August 13, 1971, ] 
his aggregate indebtedness to all other persons [ on or 
after August 30, 1972 and ] for 12 months after be- 
coming registered as a broker or dealer shall not exceed 
800 per centum of his net capital, and except as otherwise 
provided for in this [sub] paragraph (a) [ (3) and (a) 
(4) hereof, ] he shall have and maintain net capital of not 
less than $25,000; and 


(2) If [he] @ broker or dealer became registered [ as 
a broker or dealer ] before August 13, 1971, and if not 
otherwise provided for in [ he does not come within the 
provisions of sub] paragraph (a), [ (a) (3) or (a) (4) here- 
of, ] he shall have and maintain net capital of [ not less 
than $5,000 prior to July 31, 1973, ] not /ess than 
$15,000 [ commencing July 31, 1973, ] and not /ess than 
$25,000 commencing July 31, 1974; 


(3) Notwithstanding the provisions of subparagraphs (a) 
(1) and (a) (2) hereof, a broker or dealer shal! have and 
maintain net capital of not less than $5,000 if he meets any 
of the following conditions but engages in no other securi- 
ties activities: 


(A) [asan] Heintroduces [ ing] and forwards [ ing] 
as broker [he introduces ] all transactions and accounts 
of customers and promptly forwards all of the funds and 
securities of [ his ] customers received in connection with 
his activities as a broker on a fully disclosed basis, and does 
not otherwise hold funds or securities for, or owe money 
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or securities to, customers [ he shall have and maintain 
net capital of not less than $5,000 if he ] and does not 
otherwise carry accounts of or for customers; 


(8B) He participates, as broker, in the sale of “best efforts” 
or “all or none” basis underwritings in accordance with the 
provisions of Rule 15c2-4(a) (2) (B); 


(C) He promptly transmits, as broker, subscriptions for 
securities to the issuer, underwriter, sponsor or other dis- 
tributor of such securities and receives checks, drafts, notes 
or other evidences of indebtedness payable solely to the 
issuer, underwriter, sponsor or other distributor who 
delivers the security purchased directly to the subscriber, 
and the broker does not otherwise hold funds or securities 
for, or owe money or securities to, customers, and does not 
otherwise carry accounts of or for customers; 


(D) He effects an occasional transaction in securities for 
his own investment account or 


(E) Notwithstanding subdivisions (a) (3) (A) - (D), if he 
introduces and forwards all customer and all principal 
transactions and accounts and promptly forwards all of the 
funds and securities received in connection with his activi- 
ties as a broker or dealer on a fully disclosed basis and he 
does not otherwise hold funds or securities for or owe 
money or securities to, customers and does not otherwise 
carry proprietary or customer accounts and his activities as 
dealer are limited to holding firm orders of customers and 
in connection therewith (i) in the case of a buy order, prior 
to executing such customers order, purchases as principal 


the same number of shares or purchases shares to accumulate 


the number of shares necessary to complete the order which 
shall be cleared through another broker or dealer or (ii) in 
the case of a sell order, prior to executing such customer's 
order sold the same number of shares or a portion thereof 
which shall be cleared through another broker or dealer. 


[ (a) (4) Notwithstanding the provisions of subpara- 
graphs (a) (1), (2) and (3) hereof, if the exclusive activities 
of the broker consists of promptly transmitting subscrip- 
tions for securities to the issuer, underwriter or other dis- 
tributor of such securities and of receiving checks, drafts, 
notes or other evidences of indebtedness payable solely to 
the issuer, underwriter or other distributor who delivers 
the security directly to the subscriber, and if the broker 
does not otherwise hold funds or securities, for or owe 
money or securities to, customers, he shall have and main- 
tain net capital of not less than $5,000 if he does not other- 
wise carry accounts of or for customers; and |] 


[(5)] (4) [ The minimum] Net capital of not /ess 
than $2,500 shall [ to ] be maintained by a broker or 
dealer who engages in no other securities activities except 
those prescribed in this subparagraph and who meets [ ing ] 
all of the following conditions: [ except those prescribed 
in this subparagraph (a) (4) shall be $2,500. ] 


(A) His dealer transactions [ (as principal for his own 
account) ] are limited to the purchase, sale and redemp- 
tion of redeemable shares of registered investment com- 
panies or of interests or participations in an insurance com- 
pany separate account whether or not registered as an 
investment company, except that [ a broker or dealer trans- 


108/SEC DOCKET 








acting business as a sole proprietor ] he may also effect 
an occasional transaction in other securities for his own 
investment account with or through another registered 
broker or dealer; 


(B) His transactions as broker [ (agent) ] are limited 

to: (i) the sale and redemption of redeemable securities of 
registered investment companies or of interests or partici- 
pations in an insurance company separate account whether 
or not registered as an investment company; (ii) the soli- 
citation of share accounts for savings and loan associa- 
tions insured by an instrumentality of the United States; 
and (iii) the sale of securities for the account of a customer 
to obtain funds for immediate reinvestment in redeemable 
securities of registered investment companies; and 


(C) He promptly transmits all funds and delivers all 
securities received in connection with his activities as a bro- 
ker or dealer, and does not otherwise hold funds or securi- 
ties for, or owe money or securities to, customers; 


[ (6) ] (5) Notwithstanding the provisions of sub- 
paragraphs (a) (1), (2), (3) and (4), if [ the ] a broker or 
dealer is [ engaged as ] a market maker as defined in sub- 
paragraph 9c) (9) of this rule, he shall maintain net capital 
in an amount not less than [ $5,000 ] $2,500 for each 
security in which he makes a market (unless a security in 
which he makes a market has a market value of $5 or less 
in which event the amount of net capital shall be not less 
than $500 for each such security) except that under no 
circumstances shall he have net capital of less than 
[ $25,000 or as required ] that required by subparagraphs 
(a) (1) or [ (a) ] (2) or be required to maintain net capital 
of more than [ $500,000 ] $100,000 unless otherwise 
required herein; and 


[ (7) ] (6) Notwithstanding the provisions of subpara- 
graphs (a) (1) [ (6) ] - (5) [ if ] a broker or dealer [ also 
engages in the business of ] who endorses[ing] or writes 
[ing] options, including, but not limited to puts, calls, 
straddles, strips or straps [ under no circumstances ] shall 
[ he ] have net capital of not less than $50,000. 


(b) (1) The provisions of this rule shall not apply to any 
specialist [ having no customers ] who does not transact 
a business in securities with other than members, brokers 
or dealers and who is in good standing and subject to the 
capital rules of the American Stock Exchange, the Boston 
Stock Exchange, the Midwest Stock Exchange, the New 


\ 


York Stock Exchange, the [ Pacific Coast Stock Exchange] ' 


Pacific Stock Exchange, [ or | the [ Philadelphia-Baltimore- 
Washington ] PBW Stock Exchange, or the Chicago Board 
Options Exchange ( if he is not also a clearing member of 
the Chicago Board Options Exchange); whose rules, settled 
practices and applicable regulatory procedures are deemed 
by the Commission to impose requirements that are satis- 
factory to the Commission, Provided, however, that this 

[ exemption ] exc/usion as to a particular specialist of any 
exchange or as to the exchange itself, may be suspended 
or withdrawn by the Commission at any time, [ by sending 
ten ] upon (10) ten days written notice to such exchange 
or specialist, if it appears to the Commission that such 
action is [ to be ] necessary or appropriate in the public 
interest or for the protection of investors. [ to do so. ] 
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(2) The Commission may, upon written application, ex- 
empt from the provisions of this rule, either unconditionally 
lor on.specified terms and conditions, any broker or dealer 
who satisfies the Commission that, because of the special 
nature of his business, his financial position, and the safe- 
guards he has established for the protection of customers’ 
funds and securities, it is not necessary in the public interest 
or for the protection of investors to subject the particular 
broker or dealer to the provisions of this rule. 


(c) Definitions. 
For the purpose of this rule: 


(1) The term “aggregate indebtedness” shall be deemed to 
mean the total money liabilities of a broker or dealer arising 
in connection with any transactions whatsoever, [ including] 
and includes, among other things, money borrowed, money 
payable against securities loaned and securities “failed to 
receive,” the market value of securities borrowed [ (except 
for delivery against customers’ sales) ] to the extent to 
which no equivalent value is paid or credited, customers’ 
free credit balances, credit balances in customers’ accounts 
having short positions in securities, and equities in custo- 
mers’ commodities [ futures ] accounts but excluding; 


(A) Indebtedness adequately collateralized, as hereinafter 
defined, by securities or spot commodities owned by the 
broker or dealer; 


(B) Amounts payable against securities loaned which 
securities are owned by the broker or dealer; 


(C) Amounts payable against securities failed to receive 
which securities were purchased for the account of, and 
have not been sold by, the broker or dealer; 


(D) Amounts segregated in accordance with the pro- 
visions of the Commodity Exchange Act and the rules and 
regulations thereunder; 


(E) Fixed liabilities [ adequately] secured by real estate 
or any other asset of the broker or dealer which is not in- 
cluded in the computation of “net capital” under this sec- 
tion for which no recourse exists against the broker or 
dealer; Provided, however, that any liabilities of the broke: 
or dealer adequately secured by fixed assets or other assets 
of the broker or dealer prior to (date of adoption) may also 
be excluded but no optional renewal of such indebtedness 
shall be excluded pursuant to this subdivision; 

(F) Liabilities on open contractual commitments; 

(G) Indebtedness subordinated to the claims of customers 
and general creditors pursuant to a satisfactory subordina- 
tion agreement, as hereinafter defined; [ subject to the 
limitations in subparagraph (c) (17); and ] 


(H) Liability reserves established and maintained for re- 
funds of charges required by Section 27(d) and 27(f) of the 
Investment Company Act of 1940, but only to the extent 
of the amounts on deposit in a segregated trust account in 
accordance with Rule 27d-1 under the Investment Com- 
pany Act of 1940; 


(1) Amounts on deposit in a “Special Reserve Bank Ac- 
count for the Exclusive Benefit of Customers” pursuant to 
Rule 15c3-3 under the Securities Exchange Act of 1934; 


(J) 


(K) Liabilities which are subordinated to the claims of 

customers and general creditors, (but which are not satis- 
factorily subordinated pursuant to subparagraph (c) (7), 

by persons not customers of the broker or dealer prior to 
such subordination; and 


Credit balances in securities accounts of partners; 


(L) Deferred tax liabilities related to appreciation in value 
of any asset not readily convertible to cash or for which 
there is no ready market, which asset has been deducted 
from net worth in accordance with the provisions of sub- 
divisions (B) or (T) of subparagraph (c) (2). 


(2) The term “net capital” shall be deemed to mean the 
net worth of a broker or dealer (that is, the excess of total 
assets over total liabilities), adjusted by: 


(A) (i) Adding unrealized profits (or deducting unrealized 
losses) in the accounts of the broker or dealer and, if such 
broker or dealer is a partnership, adding equities (or de- 
ducting deficits) in securities accounts of partners, as here- 
inafter defined; [ subject to the limitations of subparagraph 
(c) (17); ] 


(ii) | Where the broker or dealer is either long or short the 
security underlying an option which option is short and/or 
long in the capital, proprietary or other accounts of the 
broker or dealer, the unrealized profit or loss shall be the 
difference between the cost, other basis or proceeds from 
the sale of the underlying security position and the security 
position’s realizable value. 


Where the broker or dealer is long(short) an option 
and there is no offsetting security position the unrealized 
profit (loss) to be recognized is that which would be 
realized if the option were exercised. 


Unrealized profits or losses shall be increased or de- 
creased by the writeoff of any unamortized cost of long 
options or recognition of any unamortized proceeds from 
the writing or sale of options. 


(iii) The income tax provisions (benefits) on the un- 
realized profits or losses provided for in (i) above shall be 
deducted from (added to) net worth; Provided, however, 
if there are net income tax benefits, the net amount of 
such benefits which shall be added to net worth shall not 
exceed the sum of the income tax liabilities reflected on 
the books and records of the broker or dealer to the extent 
such liabilities could have been reduced on the date of the 
capital computation had the related unrealized losses been 
realized on that date. 


(B) [ (i) ] Deducting fixed assets and assets which cannot 
[be] readily be converted into cash (less any indebtedness 
[adequately] secured thereby for which no recourse exists 
against the broker or dealer; Provided, however, that any 
assets adequately securing such indebtedness prior to (date 
of adoption) shall not be so deducted) including, among 
other things, real estate; furniture and fixtures; exchange 
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memberships; prepaid rent, insurance and expenses; good- 
will, organization expenses, all unsecured advances and 
loans; deficits in customers’ unsecured and partly secured 
notes and unsecured accounts; receivables arising out of 
free shipments of securities; [ aged 11 days or longer; ] 
interest receivable, floor brokerage receivable, commissions 
receivable from other brokers or dealers, mutual fund con- 
cessions receivable and good faith d2posits which are out- 
standing longer than 30 days from the date they arise; 
dividends receivable outstanding longer than 30 days from 
the payable date; insurance claims acknowledged by the 
carrier as due and payable outstanding longer than 30 days 
from the date they are acknowledged by the carrier; all 
other unsecured receivables; | dividends and interest re- 
ceivable aged 16 days or longer; all other unsecured re- 
ceivables; the market value of short security differences 
unresolved for seven business days after discovery; the mar- 
ket value of long security differences where the securities 
have been sold by the broker or dealer until they are 
resolved; and ] deficits in customers’ accounts, except in 
bona fide cash accounts within the meaning of section 4(c) 
of Regulation T under the Securities Exchange Act of 1934; 
[ of the Board of Governors of the Federal Reserve System;] 
all assets doubtful of collection less any reserves established 
therefore; and the funds on deposit in a “segregated trust 
account” in accordance with Rule 27d-1 under the In- 
vestment Company Act of 1940, but only to the extent 
that the amounts on deposit in such segregated trust ac- 
count exceed the amount of liability reserves established 
and maintained for refunds of charges required by Sections 
27(d) and 27(f) of the Investment Company Act of 1940; 

[ and the minimum clearing deposit required by any “clear- 
ing. agency”] Provided, however, That [ the ] any amount 
deposited in the “Special Reserve Bank Account for the 
Exclusive Benefit of Customers” established pursuant to 
Rule 15c3-3 and any clearing deposits shall not be so 
deducted; 


[ (ii) Deducting 30% of the dollar amount of receivables 
arising out of free shipments of securities outstanding 10 
days or less; ] 


(C) [ (iii) ] Deducting the market value of all short stook 
record differences (which shall include securities positions 
reflected on the securities record which are not susceptable 
to either count or confirmation excluding dividends pay- 
able for which claims have not been received) unresolved 
for seven business days after discovery and the market value 
of any long security differences (which shall include securi- 


ties positions reflected on the securities record which are not 


susceptable to either count or confirmation excluding 
dividends payable for which claims have not been received) 
where such securities have been sold by the broker or dealer 
until they are adequately resolved less any reserves estab- 
lished therefore; 


[ (C) ] (D) Deducting the percentages specified in sub- 
divisions (i) - (xxiii) below of the market values of all securi- 
ties or options, [ long and short] in the capital, proprietary 
and other accounts of the broker or dealer, including securi- 
ties loaned to the broker or dealer pursuant to a satisfac- 
tory subordination agreement, as hereinafter defined, and if 
such broker or dealer is a partnership, in the securities ac- 
counts of partners, as hereinafter defined. [ Provided, how- 
ever, that for the 12 months following (date of adoption) 
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the broker or dealer shall deduct only 50% of the 
deductions specified below of the greater of the long or 
short positions in the accounts specified above, but deduct 
only 50% of the deductions provided for below for the 
lesser of its long or short positions in the accounts specified 
above, thereafter 100% of the deductions specified below 
shall be applied; The Commission may prescribe higher 
percentages than those specified below where it deems such 
action to be necessary or appropriate in the public interest 
or for the protection of investors; ] 


(i) In the case of a security issued or unconditionally gua- 
ranteed as to principal and interest by the United States or 
any agency thereof the applicable percentages of the net 

[ 1 percentum of its ] rnarket values /ong or short in the 
categories specified below are; 


(a) less than 1 year to maturity - O percent. 

(b) 1-year but less than 3 years to maturity - 1 percent 

(c) 3years but less than 5 years to maturity - 2 per- 
cent 

(d) 5 years or more to maturity - 3 percent. 


{ii) In the case of any security issued or unconditionally 
guaranteed as to principal and interest by any State, terri- 
tory or possession of the United States or any political sub- 
division thereof, or any authority, commission or agency of 
a State, territory or possession of the United States or any 
political subdivision thereof, which are not in default as to 
principal or interest or traded flat, the applicable [ 5 per- 
centum of its ] percentages on the greater of the market 
value of the long or short position in the categories speci- 
fied below are, { shall be deducted, ] 


(a) less than 1 year to maturity - 1 percent. 

(b) 1-year but less than 2 years to maturity - 2 per- 
cent 

(c) 2years but less than 5 years to maturity - 3 per- 
cent 

(d) S5years or more to maturity - 5 percent. 


(iii) In the case of any security issued or unconditionally 
guaranteed by the Government of Canada or any agency 
thereof, the percentages of market value to be deducted [is] 
are the same as in (i) above. 


(iv) In the case of securities of an investment company 
registered under the Investment Company Act of 1940, if 
all of the assets of such investment company are in the 
form of cash or securities specified in subdivisions (i) - (iii) 
above, the deduction shall be 7 percent of the market value 
of the greater of the long or short positions. 


[ (iv) In the case of nonconvertible debt securities (in- 
cluding any short-term promissory note or evidence of in- 
debtedness issued by any industrial, commercial or fin- 
ance company, and which has a maturity at the time of 
issuance of not exceeding nine months, exclusive of days of 
grace, or any renewal thereof the maturity of which is like- 
wise limited) having a fixed interest rate and fixed maturity 
date which are not in default as to principal or interest, if 
the market value is not more than 5 percent below the face 
value the deductior: shall be 5 percent of such market value; 
if the market value is more than 5 percent but not more 
than 30 percent below the face value, the deduction shall be 








-~=—~ rr — ~*~ = «tt © =o = 


— @® &® =a © «1: Oo & — 


=> Oo © 


( 


=o 


0) 





Sg ee 





2S 833 ° > 





[ (vi) ] (vii) In the case of a debt security not in default 
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a percentage of market value, equal to the percentage by 
which the market value is below the face value unless the 
fixed rate of interest is less than the average prime rate 
currently in effect in the City of New York in which case 
the deduction shall be not more than 15%; and if the mar- 
ket value is 30 percent or more below the face value, such 
deduction shall be 30 percent unless the fixed rate of 
interest is less than the average prime rate currently in 

effect in the City of New York, in which the deduction shall 
not be more than 20%. ] 


(v) In the case of any short term promissory note or evi- 
dence of indebtedness issued by any industrial, utility, 
commercial or finance company or Real Estate Investment 
Trust, which has a fixed rate of interest or is sold at a dis- 
count, and which has a maturity date at date of issuance of 
not exceeding nine months exclusive of days of grace, or 
any renewal thereof the maturity of which is likewise limit- 
ed and is rated in one of the three highest categories by at 
least one of the nationally recognized statistical rating 
organizations, or in the case of any negotiable certificate of 
deposit or bankers acceptance or similar type of instrument 
issued or guaranteed by any bank as defined in Section 3 
(a) (6) of the Securities Exchange Act of 1934, the appli- 
cable percentage of the market value of the greater of the 
long or short position in the categories specified below are: 


(a) less than 30 days to maturity - O percent. 

(b) 30days but less than 91 days to maturity - 1/8 
of 7 percent 

(c) 91 days but less than 181 days- % of 1 percent; 

(d) 181 days but less than 271 days to maturity - 3/8 
of 7 percent. 

(e) 271 days but less than 1 year to maturity - % of 
7 percent: and 

(f) with respect to any negotiable certificate of 
deposit or bankers acceptance or similar instru- 
ment having 1 year or more to maturity the 
deduction shall be on the greater of the long or 
short position and shall be the same percentage 
as that prescribed in subdivision (c) (2) (D) (i) 
above. 


(vi) In the case of nonconvertible debt securities having 

a fixed interest rate and fixed maturity date and which are 
not in default as to principal or interest or traded flat and 
which are rated in one of the four highest rating categories 
by at least one of the nationally recognized statistical rat- 
ing organizations, the applicable percentages on the market 
value of the greater of the long or short position in the 
categories specified below are; 


(a) less than one year to maturity - 1 percent 

(b) one year but less than two years to maturity - 2 
percent; 

(c) two years but less than three years to maturity - 
3 percent; 

(d) three years but less than four years to maturity - 
4 percent 

(e) four years but less than five years to maturity - 5 
percent; and 

(f) five years or more to maturity - 7 percent 


which has a fixed rate of interest and a fixed maturity date 





and which is convertible into an equity security, the de- 
ductions shall be as follows: If the market value is [ 90 ] 
100 percent or more of the face value, the deduction shall 
be 30 percent of the market value, [ but in no event shall 
such deduction reduce the value of such security below 

80 percent of face value for the purposes of this rule ] 

on both the long and short positions as determined in sub- 
division (x) below; if the market value is below the face 
value [ by more than 10 percent but not more than 30 per- 
cent, the deduction shall be a percentage of market value 
equal to the percentage by which the market value is below 
the face value, the deduction shall be 30 percent. ] the 
security shall be treated [ the same ] as if it were a non- 
convertible debt security specified in subdivision (vi) above. 


[ (v) ] (viii) In the case of cumulative, nonconvertible pre- 
ferred stock ranking prior to all other classes of stock of 
the same issuer, which is not in arrears as to dividends, the 
deduction shall be 20 percent; 


(ix) In the case of any risk arbitrage transaction in con- 
nection with any publicly announced merger or acquisi- 
tion which will involve an exchange of securities within 90 
days of the announcement, 30 percent (or such other per- 
centage as required by this subdivision) of the long or 
equivalent short position, whichever has the greater mar- 
ket value. 


[ (vii) On all other securities, except as provided for in sub- 
division (viii) the deduction shall be 30 percent; Provided, 
however, That such deduction need not be made in the 
case of (1) a security which is convertible into or exchange- 
able for other securities within a period of 90 days, subject 
to no conditions other than the payment of money, and the 
other securities into which such security is convertible, or 
for which it is exchangeable, are short in the accounts of 
such broker or dealer or partner, or (2) a security which has 
been called for redemption and which is redeemable within 
90 days. ] 


(x) In the case of all securities, except as provided in sub- 
divisions (xi) - (xxii), which are not included in any of the 
percentage categories enumerated in subdivisions (i) - (ix) 
above, the deduction shall be 30 percent of the market 
value of the greater of the long or short position. To the 
extent the market value of the lesser of the long or short 
positions, exceeds 25 percent of the market value of the 
greater of the long or short positions there shall be a 
percentage deduction on such excess equal to 15 percent 
of the market value of such excess; Provided, however, 
That no deduction need be made in the case of (1) a security 
which is convertible into or exchangeable for other securi- 
ties within a period of 90 days, subject to no conditions 
other than the payment of money, and the other securities 
into which such security is convertible or for which it is 
exchangeable, are short in the accounts of such broker or 
dealer or securities accounts of a partner as hereinafter 
defined, or (2) a security which has been called for redemp- 
tion and which is redeemable within 90 days. 


{ (viii) ] (xi) [ For] In the case of securities ( other than 
exempted securities nonconvertible debt securities, and 
cumulative nonconvertible preferred securities) which are 
not: (1) traded on a national securities exchange, (2) de- 
signated as “OTC Margin Stock” pursuant to Regulation T 
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of the Federal Reserve Board, (3) listed on "NASDAQ"; or 
(4) redeemable shares of registered investment companies, 
the deduction shall be as follows: 


[ (aa) ] (a) In the case [s ] where there are regular quo- 
tations in an inter-dealer quotations system for the securi- 
ties by three or more independent market makers and 
where each such quotation represents a bona fide offer to 
brokers and dealers to both buy and sell in reasonable 
quantities at stated prices, or where a ready market as 
defined in subparagraph (c) (11) is deemed to exist, the 
deduction shall be [ 30% ;] determined in accordance with 
subdivision (x) above; 


[ (bb) ] (6) [ In cases ] Where there are regular quotations 
in an inter-dealer quotation system for the securities by 

[ less than three ] only one or two independent market 
makers and where each such quotation represents a bona 
fide offer to brokers and dealers to both buy and sell in 
reasonable quantities, at stated prices, or where a ready 
market as defined in subparagraph (c) (11) is deemed to 
exist, the deduction on the greater of the long or short 
position shall be 40 [%] percent and the deduction on the 
lesser of the long or short position in this percentage cate- 
gory shall be determined as in subdivision (x) above. 


[ (ix) ] (xii) Where [ the ] a broker or dealer can demon- 
strate that there is sufficient liquidity for any securities 
long or short in the capital, proprietary or other accounts 
of the broker or dealer which are subject to a deduction 
required by subparagraph [ (viii) ] (xi) above, such de- 
duction upon a proper showing may be appropriately 
decreased, but in no case shall such deduction be less than 
that prescribed in (x) above. 


(xiii) In the case where a broker or dealer is short an option 
in his capital, proprietary or other accounts; 30 percent 

for such other percentage of the underlying security re- 
quired by subdivisions (i) - (xi) of this subparagraph) of the 
current market value of the underlying security. 


(xiv) In the case of a broker or dealer who is short a call 
and long equivalent units of the underlying security, 30 
percent (or such other percentage of the underlying security 
required by subdivisions (i) - (xi) of this subparagraph) of 
the cuirent market value of the underlying security reduced 
by any excess of the current market value of the under- 
lying security over the exercise value of the call; Provided, 
however, that no such reduction shal/ have the effect of 
increasing net capital. 


(xv) In the case of a broker or dealer who is short a put 
and short equivalent units of the underlying security, 30 
percent (or such other percentage required by subdivisions 
(i) - (xi) of this subparagraph) of the current market value 
of the underlying security reduced by any excess of the 


exercise value of the put over the market value of the under- 


lying security; Provided, however, that no such reduction 
shall have the effect of increasing net capital. 


(xvi) In the case of a broker or dealer who is long equi- 
valent units of the underlying security, long a put written 
or endorsed by a member, broker or dealer and short a call 
in his capital, proprietary or other accounts, 15 percent (or 
50 percent of such other percentage required by subdi- 
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visions (i) - (xi) of this subparagraph) of the market value 
of the underlying security. 


(xvii) In the case of a broker or dealer who is short equi- | ( 
valent units of the underlying security, long a call written 
or endorsed by a member, broker or dealer and short a put, 
in his capital, proprietary or other accounts 15 percent 

(or 50 percent of such other percentage required by sub- 
divisions (i) - (xi) of this subparagraph) of the market value 
of the underlying security. 





(xviii) In the case of a broker or dealer who is long a put 

or call endorsed or written by a member, broker or dealer 

in his capital, proprietary or other accounts, 30 percent 

for such other percentage required by subdivisions (i) - (xi) 
of this subparagraph) of the market value of the underlying 
security not to exceed any unrealized profit to be recognized 
pursuant to subparagraph (c) (2) (A) (ii) of this rule. 


(xix) In the case of any option listed on a registered 
national securities exchange or a facility of a registered | 
national securities association, 30 percent of the market 
value of any net long positions in options in the same under- 
lying security, with the same exercise price and the same 
expiration date, In the case of any net short position in an 
option in the same underlying security, with the same 
exercise price and the same expiration date and for which 
the broker or dealer does not have a related position in the 
underlying security the deduction shall be determined as 

in subdivision (xiii) above. 


(xx) In the case of a broker or dealer who is long equi- 
valent units of the security underlying a long put listed on 

a registered national securities exchange or a facility of a ( 
registered national securities association (such broker or 
dealer may also be short a call) in his capital, proprietary or 
other accounts, 30 percent of the market value of equi- 
valent units of the long security position not to exceed the 
amount by which the market value of equivalent units of 

the long security position exceeds the exercise value of the 
put; Provided, however, that if the exercise value of the put 
exceeds the market value of equivalent units of the long 
security position no percentage charge shall be applied. 


(xxi) In the case of a broker or dealer who is short equi- 
valent units of the security underlying a long call listed on 
a registered national securities exchange or a facility of a 
registered national securities association (such broker or 
dealer may also be short a put) in his capital, proprietary or 
other accounts, 30 percent of the market value of equi- 
valent units of the short security position not to exceed the 
amount by which the exercise value of the long call exceeds | 
the market value equivalent units of the short security 
position; Provided, however, that if the exercise value of the 
call is less than the market value of equivalent units of the 
short security position, no percentage shall be applied. 


(xxii) In the case of an option listed on a registered national 
securities exchange or facility of a registered national secuti- 
ties association hedged as described in subdivisions (xiv) 
and (xv), the long or short security position shall receive @ 
deduction as determined by those subdivisions. 


[ (x) ] (xxiii) In the case of securities of a single class or 
series of a single issuer, including any option written, en- ( 1 
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dorsed or held to purchase or sell securities of such a single 
class or series of a single issuer, other than “exempted 
securities”, [ or redeemable shares of registered investment 
companies, ] which are [ held ] /ong or short in [ any of ] 
the capital, proprietary or other accounts of a broker or 
dealer for more than 15 calendar days and which have a 
market value of more than 10 [%] percent of the “net 
capital” of a broker or dealer before the application of sub- 
paragraph (c) (2) (D), there shall be an additional deduction 
from net worth equal to 50 [%] percent of the percentage 
deduction otherwise provided by this subparagraph on that 
portion of the securities position in excess of 10% of the 
“net capital” of the broker or dealer before the application 
of subparagraph (c) (2) (D). This provision shall apply not- 
withstanding any long or short position exemption pro- 

vided for in subdivisions (ix) or (x) of this subparagraph; 
Provided, however, That such additional deduction shall be 
applied in the case of equity securities only on the market 
value in excess of $10,000 or the market value of 500 shares, 
whichever is greater, or $25,000 in the case of a debt 
security. 


[(D)] (E) Deducting 30 percent of the market value of 

all “long” and all “short” future commodity contracts 

(other than those contracts representing spreads or straddles 
in the same commodity and those contracts offsetting or 
hedging any “spot” commodity positions) carried in the 
capital, proprietary or other accounts of the broker or 
dealer and, if such broker or dealer is a partnership, in the 
securities accounts of partners, as hereinafter defined. 


[ (E) ] (F) Deducting 30 percent of the market value of 


and other accounts of the broker or dealer and in custo- 
mers’ accounts liquidating to a deficit; Provided, however, 
the deduction shall be 10 percent of the market value of 
the spot commodities to the extent they are hedged by 
future commodity contracts or forward spot commodity 
contracts in the same commodity. 


(Wp spot commodities long or short in the capital, proprietary 


[(F)] (G) Deducting the total of credit lines granted by 
the broker or dealer in “trade” accounts with net long 
Positions or in “trade” accounts with net short positions, 
whichever is greater, plus any credit lines granted on open 
commodity contracts in “trade” accounts with no net long 
or net short position (In computing the credit line granted 
in the case of each account, [ disregard ] deduct the amount 
of the equity [ or deficit ] therein). For [ the ] purposes 
of this subdivision “trade” accounts shall mean an account 
for a business entity [ engaged regularly ] which regularly is 
engaged in the [ producing, ] impurting or processing of 

the commodity or the by-products thereof for which the 
credit line is granted. 


((G) ] (H) Deducting the total amount bv which the daily 
limit fluctuation of all future commodity contracts carried 
for a customer's account or accounts controlled by a cus- 
tomer exceeds 10 percent of the [ net worth ] debt equity 
total of the broker or dealer as defined in paragraph (d) of 
this rule. Contracts in each customer's account represent- 
ing purchases and sales of a like amount of the same commo- 
dity in the same market in the same crop year may be e- 
liminated. The daily limit fluctuations for future contracts 
effected in foreign markets [ is ] are to be considered the 
me as if such contracts had been effected in a domestic 





market; 


[ (H) ] (/) Deducting the amount of cash required to pro- 
vide margin.on all future commodity contracts in customer 
accounts equal to the amount necessary, after application 
of outstanding margin calls which are not met within [ 2 ] 
5 business days, to restore the original margin required by 
the relevant commodity exchange or clearing house, which- 
ever is greater, per contract, when the original margin has 
been depleted by 50 percent. 


[ (1) ] (J) Deducting the amount of cash required to pro- 
vide margin equal to 20 percent of the market value in each 
customer's account with equity, after application of out- 
standing margin calls not met within 5 business days, [ con- 
taining ] when such account contains spot commodity 
positions, evidenced by warehouse receipts issued by a 
warehouse licensed by a commodity exchange, which are 
the result of a future contract tendered through an exchange 
and which are not more than 90 days old, [ but ] and are 
not hedged by future contracts in the same commodity. 
The margin required shall be 100 percent and the amount 
of the deduction required herein shall be the amount re- 
quired to provide margin equal to 100 percent where ware- 
house receipts evidencing spot commodity positions are 
more than 90 days old or where the warehouse receipt is 
not issued by a warehouse licensed by a commodity ex- 
change. 


[ (J) ] (K) Deducting the amount of the cash required to 
provide margin equal to 10 percent of the market value in 
each customer’s combined account with equity, after 
application of outstanding margin calls not met within 5 
business days, when such account contains spot commodity 
positions evidenced by warehouse receipts issued by a 
warehouse licensed by a commodity exchange, which are 
the result of future contracts tendered through an exchange 
and which are not more than 90 days old, and are hedged 
by future contracts in the same commodity. The margin 
required shall be 100% and the amount of the deduction 
required herein shall be the amount required to provide 
margin equal to 100 percent where warehouse receipts 
evidencing spot commodity positions are more than 90 days 
old or where the warehouse receipt is not issued by a 
warehouse licensed by a commodity exchange. 


[ (K) ] (L) Deducting an amount equal to [ 1] % percent 
of the market value of the total long or total short futures 
contracts (other than those contracts representing spreads 
or straddles in the same commodity and those contracts 
offsetting or hedging any “spot” commodity positions) in 
each commodity, whichever is greater, carried for all cus- 
tomers. 


[(L) ] (M) Deducting the amount of cash required to meet 
the maintenance margin requirements for securities [ in- 
cluding options ] of any regulatory or self-regulatory 
authority [ or exchange ] to whose authority the broker or 
dealer is subject, after application of outstanding margin 
calls which are not met within 5 business days. 


(N) Deducting with respect to a call short in a customer's 
account when such customer’s account is not also long 
equivalent units of the underlying security an amount 
equal to 50% of the market value of equivalent units of the 
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underlying security increased by any unrealized loss on the 
transaction or reduced by any excess of the exercise value 
of the call over the current market value of the underlying 
security, less any margin deposits collateralizing the account 
and any margin calls outstanding 5 business days or less; 
Provided, however, That in no event shall the deduction 
provided by this subdivision be less than 25% of the mar- 


ket value of equivalent units of the underlying security, less 
any margin deposits collateralizing the account and any 
nargin calls outstanding 5 business days or less. 


(O) Deducting with respect to a put short in a customer's 
account when such customer's account is not also short 
equivalent units of the underlying security, an amount equal 
to 50% of the market value of equivalent units of the under- 
lying security increased by any unrealized loss on the trans- 
action or reduced by any excess of current market value of 
the underlying security over the exercise value of the put, 
less any margin deposits collateralizing the account and 
margin calls outstanding 5 business days or less; Provided, 
however, That in no event shall the deduction provided by 
this subdivision be less than 25% of the market value of 
equivalent units of the underlying security, less any margin 
deposits collateralizing the account and any margin calls 
outstanding 5 business days or less. 


[ (M) ] (P) Deducting, in the case of a broker or dealer who 
has open contractual commitments (other than options 
covered in (c) (2) (D) above), the respective deductions as 
specified in subdivision (c) (2) (D) of this paragraph from 
the value (Which shall be the market value whenever there 

is a market) of each net long and each net short position 
contemplated by any existing contractual commitment in 
the capital, proprietary and other accounts of the broker or 
dealer and, if such broker or dealer is a partnership, in the 
capital and securities accounts of partners as hereinafter 
defined, Provided, however, That the deduction with respect 
to any single commitment shall be reduced by the un- 
realized profit, in an amount not greater than the deduc- 
tion provided for in subdivision (c) (2) (D) of this paragraph 
(or increased by the unrealized loss), in such commitment; 
and that in no event shall an unrealized profit on any closed 
transactions operate to increase net capital. 


[ (N) ] (Q) Excluding liabilities of the broker or dealer 
which are subordinated to the claims of general creditors 
pursuant to a satisfactory subordination agreement, as 
hereinafter defined; [ subject to the limitations in sub- 
paragraph (c) (17); ] 


{ (O) ] (R) Deducting, in the case of a broker or dealer who 
is a sole proprietor, the excess of (i) liabilities which have 
not been incurred in the course of business as a broker or 
dealer over (ii) assets not used in the business. 


[ (P) ] (S) Deducting [ 100% of ] from the market value 

of each [ item in the securities ] failed to deliver [ account } 
contract which is outstanding 30 calendar days or longer, 
the percentage deduction which would be required by 
application of the deduction required by subparagraph (D) 
above on the underlying security; Provided, however, That 
such deduction shall be increased by any excess of the 
contract price of the fail to deliver over the market value of 
the underlying security position. 


[ (Q) ] (7) Deducting 100 percent in the case of securities 
for which there is no ready market, as defined in subpara- 
graph (c) (11), and securities which cannot be publicly 
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offered and sold because of statutory, regulatory or con- 
tractual arrangement or other restrictions. | the deduction 
shall be 100 percent. ] 

















(U) Adding the deferred tax liability related to the appre- 
ciation in value of any asset not readily convertible to cash 
or for which there is no ready market which asset has been 
deducted from net worth in accordance with the provisions 
of subdivision (B) or (T) above. 


























(V) With respect to any transactions in options listed on 
a registered national securities exchange or facility of a regis. 
tered national securities association for which a member, 
broker or dealer acts as a guarantor or endorser of options 
written by a specialist not subject to the provisions of this 
rule, such member, broker or dealer shall adjust net capital 
by adding unrealized profits or deducting unrealized losses 
as provided in subparagraph (c) (2) (A) and deducting the 
percentage charges required by subparagraph (c} (2) (D) 
less the amount of any related collateral deposited with 
such member, broker or dealer by the specialist. Provided, 
however, That in no event shall this provision result in 
increasing the net capital of such guarantor or endorsing, 
member, broker or dealer. 


| 
| 


[ (R) An additional deduction from net worth shall be 
required equal to 50% of the percentage deduction other- 
wise provided by subparagraph (c) (2) (C) and required by 
subparagraph (c) (2) (M) on that portion of the market 
value of the net long or net short positions contemplated 
on all open contractual commitments in options endorsed 
or written in any security as well as all other accounts of 
the broker or dealer which, when aggregated, exceed 10% 
of the net capital of the broker or dealer before the appli- r 
cation of subparagraph (c) (2) (C) of the rule; Provided, 
however, that the deduction with respect to any single 
commitment in such options shall be increased by the un- 
realized loss in such commitment. Provided, further, that 
if a broker or dealer is required to take a deduction from 
a net worth under this subdivision in a particular security, 
no further deduction in such security shall be required by 
reason of the provisions of paragraph (c) (2) (C). ] 





(3) The term “exempted securities” shall mean those 
securities [ specifically defined as | deemed exempted 
securities [ in ] by section 3(a) (12) of the Act and rules 
thereunder. 


(4) [The term “accounts of partners,”] Where the broker 
or dealer is a partnership the term securities accounts of 
partners shall mean accounts of partners who have agreed 
in writing that [ the equity ] fully paid securities or credit 
balances in such accounts maintained with such partnership 
shall be included as partnership property to the extent of 
such partners equity in such accounts [{ ; and shall be ] and 
which accounts have been subordinated pursuant to the 
provisions of subparagraph (c) (7). 


(5) The term “contractual commitments” shall include 
underwriting, when-issued, when-distributed and delayed 
delivery contracts, the writing or endorsement [ s ] of puts 
and calls and combinations thereof, commitments in foreign 
currencies, and spot (cash) commodities contracts, but 
shall not include uncleared regular way purchases and sales 
(W 











of securities and contracts in commodities futures. A 
series of contracts of purchase or sale of the same security 
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conditioned, if at all, only upon issuance may be treated as 


e individual commitment. 


(6) Indebtedness shall be deemed to be “adequately col- 
lateralized” within the meaning of this rule when the 
difference between the amount of the indebtedness and the 
market value of the collateral is sufficient to make the loan 
acceptable as a fully secured loan to banks regularly making 
comparable loans to brokers or dealers in the community. 


(7) The term “satisfactory subordination agreement” shall 
mean a written agreement duly executed by the broker or 
dealer and the lender, which [ agreement ] is binding and 
enforceable in accordance with its terms upon the lender, 
his creditors, heirs, executors, administrators, and assigns, 
and which agreement satisfies all of the following conditions 
except as otherwise provided in this subparagraph. 


(A) The loan agreement shall be for a specified amount 
which [ amount ] shall not be reduced for the duration of 
the agreement except as otherwise provided in this sub- 
paragraph. 


(B) The loan agreement shall [ It] effectively subordinate 
[s] any right of the lender to demand or receive payment 
or return of the cash or securities loaned to the claims of all 
present and future creditors of the broker or dealer except 
for claims of subordinated lenders who may rank on the 
same priority as or junior to other subordinated lenders; 


(C) The [ amount] proceeds of the loan shall be used 
and dealt with by the broker or dealer as part of its capital 
and shall be subject to the risks of the business; 


(D) Only cash and securities which are fully paid for may 
be the subject of or co//ateral/ for a subordinated loan to a 
broker or dealer. [ so long as the total market value of the 
securities or any cash proceeds arising from the sale thereof, 
after giving effect to the percentage deductions required 
under paragraph (c) (2) (C) of this rule for the particular 
securities, are not less than the specified amount of the 

loan. ] If [ such ] the value of the securities /oaned or 
collateralizing the loan after the deductions required under 
paragraph (c) (2) (D) plus the cash proceeds of the sale 
thereof [ are ] at any time are less than the specified amount 
of the loan, the broker or dealer must iinmediately notify 
the lender and { the Commission’s Regional Office for the 
region in which the broker or dealer has his principal place 
of business or, where the broker or dealer is a member of 

a] the self-regulatory organization, [ of which the broker 
or dealer is a member |] which has been designated by SIPC 
as the Examining Authority for such broker or dealer or 
where the broker or dealer is not a member of any self- 
regulatory organization, the Commission’s Regional Office 
for the region in which the broker or dealer has his principal 
place of business. [ and the lender. ] Following such notice: 


(i) The lender [ may ] prior to noon of the second business 
day following receipt of notice, may contribute additional 
cash or securities sufficient to bring the value of the securi- 
ties after giving effect to the percentage deductions required 
by paragraph (c) (2) (D) plus the additional cash contributed 
up to an amount not less than the specified amount of the 


() ie 


(ii) Unless such additional cash or securities are [ so ] 
contributed by the lender as provided in (i) above, the 
broker or dealer [ must ] at noon on the second business 
day following notice to the lender, must sell such of the 
securities as may be necessary to bring the value of the 
remaining securities after giving effect to the percentage 
deductions required by paragraph (c) (2) (D) for the parti- 
cular securities plus the cash proceeds of the sale of the 
securities up to an amount not less than the specified 
amount of the loan. The broker or dealer may not pur- 
chase for its own account any securities subject to such a 
sale. 


(iii) Notwithstanding (ii) above, the broker or dealer 
[may] in lieu of selling the securities so contributed may 
reduce the amount of the loan by an amount no greater 
than 15 percent of the face amount thereof; Provided, how- 
ever, That such reduction of the amount of the loan does 
not have the effect of causing the aggregate indebtedness of 
the broker or dealer to exceed 1000[ %] percentum of 

his net capital, and provided, further, that no single loan 
shall be permitted to be: juced by more than 15% of the 
original face amount of the loan in any 12 month period. 

[ Where the face amount of the loan has been reduced as 
provided for in this subdivision any further reduction of 
the value of securities contributed after giving effect to the 
percentage deduction required under subparagraph (c) (2) 
(D) of this rule below the face amount of the loan shall be 
subject to the requirements of subdivisions (i) and (ii) 
above. ] 


{ (E) The right of a subordinated lender who is an insider 
to demand or receive payment or return of the amount 
loaned or the collateral pledged under the agreement shall 
be effectively subordinated to the claims and demands of 
all outsider subordinated lenders as well as all present and 
future creditors of the broker or dealer. ] 


[ (F) In the case of a subordination agreement between a 
broker or dealer and an insider the maturity date of the 
indebtedness must be not less than three years from the 
execution date of the agreement. In the case of a sub- 
ordination agreement with an outsider the maturity date 
of the indebtedness must be not less than two years from 
the execution date of the agreement. The agreement shall 
not provide for acceleration of the maturity or otherwise 
shortening such maturity dates required by this rule. Any 
acceleration provisions, if not prohibited by this rule must 
be executed on not less than six months written notice to 
the broker or dealer. } 


[ (G) In the case of a loan otherwise subject to a satis- 
factory subordination agreement, 50 percent of the amount 
of the loan shall be deducted from net capital 90 days prior 
to the maturity date of the agreement and 100 percent 
deducted thereafter, except in the cases where (i) the bro- 
ker or dealer can demonstrate that the lender or some other 
party has executed another satisfactory subordination agree- 
ment that is at least equal in amount to the agreement 
reaching maturity and that such new agreement will take 
effect simultaneously with the expiration of the matured 
agreement or (ii) the lender cannot withdraw such loan by 
reason or the provisions of subdivision (H) below. ] 


(E) 


In the case of any subordination agreement which has 
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a term exceeding one year, a broker or dealer, at his option 
but not at the option of the lender, may, if the subordina- 
tion agreement so provides, repay the entire loan or any 
portion thereof prior to its maturity date but in no event 
may any payment be made before the expiration of one 
year from the date such subordination agreement became 
effective; Provided, however, That such repayment, or the 
effect of such repayment when considered together with 
the repayment of any other loan or installment or sinking 
fund payment whose maturity or accelerated maturity falls 
due or which is scheduled to fall due within six months 
after the date of repayment of the loan pursuant to this pro- 
vision, without reference to any projected profit or loss, 
would not cause the aggregate indebtedness of the broker 

or dealer to exceed 800 percentum of his net capital or his 
net capital would not be less than 120 percentum of the 
minimum dollar amount provided by this rule; and Provided, 
further, That notice of such repayment be given to the self- 
regulatory organization, designated by SIPC as the Exami- 
ning Authority for such broker or dealer, or where the bro- 
ker or dealer is not a member of a self-regulatory organiza- 
tion to the Regional Office of the Commission in which the 
broker or dealer has his principal place of business, 10 days 
prior to such repayment 


[ (H) ] (F) The loan or any installment or sinking fund 
payment required pursuant to a subordination agreement 
shall not be repaid if the effect thereof would be that aggre- 
gate indebtedness of the broker or dealer exceeds 1200 
percentum of his net capital or his net capital would fail to 
meet 120 percent of the minimum dollar amount required 
by this rule. The obligation of the broker or dealer to re- 
pay the loan or any installment or sinking fund payment 
required pursuant to a subordination agreement shall be 
postponed until, [ after giving effect to such payment and 
the payment of any other loan whose maturity or payment 
date, whether normal or accelerated, falls due on or before 
the maturity date of such loan or on or before the payment 
of such loan, ] the aggregate indebtedness of the broker or 
dealer would not exceed 1200 percentum of its net capital 
or its net capital would equal or exceed the minimum 
dollar amount required by this rule by more than 120 per- 
cent after giving effect to such payment and the payment 
of any other loan or installment or sinking fund payment 
required the maturity of which, whether normal or accele- 
rated, falls due on or before the maturity date of such loan. 
Provided, however, That a broker or dealer and subordinated 
lender, upon notice to stockholders, partners, principals 
and other subordinated lenders may agree to such condi- 
tions as would permit the repayment of the subordinated 
loan or any required installment or sinking fund payment 
but only after the satisfaction of all claims of customers and 
other preferential creditors of the broker or dealer are satis- 
fied. 


(G) Subject to subdivision (F) above a broker or dealer and 
a lender may agree to accelerate the maturity of a specified 
subordinated loan upon the happening of specified events 

to a date not earlier than six months from the date such 
acceleration privilege is exercised: Provided, however, that 
in no event shall the accelerated maturity date be less than 
one year from the date the subordination agreement became 
effective. 


[ (1) ] (H) The agreement shall not be subject to cancel- 
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lation by either party and the loan shall not be repaid and 
the agreement shall not be terminated, rescinded or modifie) ( 
by mutual consent or otherwise if the effect thereof would 

be to render the agreement inconsistent with the conditions 
of this rule. 








[ (J) Each broker or dealer shall immediately notify the 
Commission and the self-regulatory organization of which 
it is a member at least six months prior to maturity of any 
loan if after giving effect to the payment of the loan the 
aggregate indebtedness of the broker or dealer would ex- 
ceed 1000 percentum of its net capital or its net capital 
would fail to equal the specified minimum dollar amount 
required by the rule. ] 





(1) Each broker or dealer shall immediately notify the 
self-regulatory organization which has been designated by 
SIPC as the Examining Authority for such broker or dealer, 
or where the broker or dealer is not a member of a self- 
regulatory organization the Commission’s Regional Office 
where the broker or dealer has his principal place of busi- 
ness of the maturity of any subordinated loan at least six 
months prior to maturity of any such loan in after giving 
effect to the payment of the loan the aggregate indebted- 
ness of the broker or dealer would exceed 100 percentum 
of its net capital or its net capital would fail to equal the 
specified minimum dollar amount required by this rule 
after giving effect to the payment of the loan or any in- 
stallment or sinking fund payment required, without refer- 
ence to any projected profit or loss. 


[ (K) ] (/) No default in the payment of interest or in the 
performance of any convenant or condition by the broker 
or dealer shall have the effect of accelerating the maturity 
of the indebtedness to a date earlier than six months from 
the date such acceleration privilege is exercised. Provided, 
however, That an event which results in the receivership, 
insolvency, liquidation pursuant to the Securities Investor 
Protection Act of 1970 or otherwise, bankruptcy, assign- 
ment for the benefit of creditors, reorganization, whether 
or not pursuant to the bankruptcy laws, or any marshalling 
of the assets and liabilities of the broker or dealer, the vio- 
lation of this rule or the revocation of the broker's or 
dealer’s registration by the Commission may accelerate 

the maturity of a subordinated loan to the date of the 
occurrence of such event but in no event shall the happening 
of such an event permit the repayment of any subordinated 
loan until all liabilities of customers and other preferential 
creditors are satisfied. 


i 


[ (L)] (K) Any notes or written instruments evidencing 
the indebtedness shall bear on their face an appropriate 
legend stating that such notes or instruments are issued 
subject to the provisions of a subordination agreement 
which shall be adequately referred to and incorporated by 
reference. 


[ (M)] (L) The broker or dealer shall have the right to: 


(i) Deposit any cash proceeds of a subordinated Ioan in 
an account or accounts in its own name in any bank or 
trust company; 


(ii) [ Without notice to ] Pledge, repledge, hypothecate 


(fi 


rehypothecate, any or all of the collateral subject to a sub 
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ordination agreement, without notice, separately or in 
common with other securities or property, to secure indebt- 


tie) Qos of the broker or dealer; 


(iii) 
and 


Lend to itself or others any or all of the collateral; 


(iv) Use and deal with the securities or other property 
loaned to the broker or dealer pursuant to the subordina- 
tion agreement, [ may ] in all respects, [ be used and dealt 
with ] as part of his capital and [ shall be ] subject to the 
risks of the business. 


[(N)] (M) All securities subject to a subordination agree- 
ment must be held by the broker or dealer in its own name 
or the name of its nominee; and 


[ (0) ] (N) Two copies of such agreement, and of any 
notes or written instruments evidencing the indebtedness, 

[ are ] shall be filed within 10 days after such agreement is 
entered into, with the [ Regional Office of the ] Com- 
mission’s Regional Office for the region in which the broker 
or dealer maintains his principal place of business, or /f the 
broker or dealer is a member of a self-regulatory organi- 
zation which has been [ to the self-regulatory body ] de- 
signated by SIPC as the Examining Authority for such 
broker or dealer the agreement shall be filed with such self- 
regulatory organization at such earlier time as that organi- 
zation may by rule require. | by the Commission, together 
with a statement of the full ] 7he broker or dealer shall also 
file a statement setting forth the name and address of.the 
lender, the business relationship of the lender to the broker 
or dealer, and whether the broker or dealer carried funds 

or securities for the lender at or about the time the agree- 
ment was entered into. [ which ] A// agreements shall be 
examined and approved by the Commission’s Regional 
Office or the self-regulatory organization with whom such 
agreement is required to be filed. 


[(P)] (O) For the purpose of enabling a broker or dealer 
to participate as an underwriter with respect to a public 
offering of securities in compliance with the net capital 
requirements of this rule a broker or dealer shall be permit- 
ted in any 12 month period and on no more than three 
occasions in any such 12 month period, to incur indebted- 
ness which is subject to a satisfactory subordination agree- 
ment on a temporary basis which [ shall ] bears a maturity 
date of no [ less ] more than 45 days from the date of such 
subordination agreement; Provided, however, That this 
temporary relief shall not apply to a broker or dealer if, at 
such time, { within the 12 months prior to incurring such 
subordinated indebtedness ] he [ has been ] is subject to 
any of the reporting provisions of Rule 17a-11 under the 
Securities Exchange Act irrespective of his compliance with 
such provisions; and Provided, further, That immediately 
prior to incurring such subordinated indebtedness his ratio 
of aggregate indebtedness to net capital is not [ above ] 
greater than 1000 [ %] percentum and that the amount of 
his subordinated indebtedness does not exceed the limits 
specified in subparagraph (d) of this rule. Such temporary 


subordinated indebtedness shall not be subject to any cancel- 


lation or acceleration provisions by mutual consent or 
otherwise and shall not be withdrawn if the effect thereof 
would be to cause aggregate indebtedness of the broker or 


( to exceed 1200 percentum of his net capital. 


(P) Any subordination agreement which has been entered 
into prior to (date of adoption) and which has been deemed 
to be satisfactorily subordinated pursuant to this rule or the 
net capital rules of a registered national securities exchange 
the members of which previously had been exempted from 
Rule 15c3-1 shall continue to be deemed a satisfactory sub- 
ordination agreement until the maturity of such agreement; 
Provided, however, That no agreement which provides for 
automatic or optional renewal by the broker or dealer or 
lender shall be deemed to be a satisfactory subordination 
agreement unless any such renewed agreement meets the 
requirements of this subparagraph. 


[ (8) The term “customer” shall mean every person except 
the broker or dealer: Provided, however, That partners who 
maintain “accounts of partners” as herein defined shall not 
be deemed to be customers insofar as such accounts are 
concerned. ] 


(8) The term “customer” shall mean any person from whom 
or on whose behalf a broker or dealer has received or ac- 
quired or holds funds or securities for the account of such 
person, but shall not include a broker or dealer, or a general, 
special or limited partner or director or officer of the broker 
or dealer, or any person to the extent that such person 

has a claim for property or funds which by contract, agree- 
ment or understanding, or by operation of law, is part of 
the capital of the broker or dealer or is subordinated to the 
claims of creditors of the broker or dealer: Provided, how- 
ever, That the term “customer” shall also include a broker 
or dealer, but only insofar as such broker or dealer main- 
tains a special omnibus account carried with another bro- 
ker or dealer in compliance with Section 4(b) of Regulation 
T under the Securities Exchange Act of 1934. 


(9) The term “market maker” shall mean a dealer who, 
with respect to a particular security (A) regularly pub- 
lishes bona fide, competitive bid and offer quotations in a 
recognized inter-dealer quotation system; or (B) furnishes 
bona fide competitive bid and offer quotations to other 
brokers and dealers on request; and (C) is ready, willing 
and able to effect transactions in reasonable quantities at 
his quoted prices with other brokers [ and ] or dealers. 


[ (10) The term “associated person” shall have the same 
meaning as that stated in Section 3(a) (18) of the Securi- 
ties Exchange Act of 1934. ] 


[ (11) The term “immediate family” shall include parents, 
mother-in-law or father-in-law, husband or wife, brother 

or sister, brother-in-law or sister-in-law, children, or any 
relative living in the same household as the broker or dealer 
or to whose support the broker or dealer or person asso- 
ciate with the broker or dealer, contributes directly or in- 
directly. ] 


{ (12) The term insider subordinated lender shall mean 
any lender executing a subordination agreement pursuant 
to the provisions of this rule who is an associated person of 
the borrowing member as defined in subparagraph (c) (10) 
of this rule or a member of the immediate family of such 
person as defined in paragraph (c) (11) of this rule. ] 


[ (13) The term outsider subordinated lender shall mean 
any lender other than an insider subordinated lender 
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executing a satisfactory subordination agreement pursuant 
to the provisions of this paragraph. ] 


[ (14) ] (70) A broker or dealer is deemed to “promptly 
transmit” all funds and to “promptly deliver” all securities 
within the meaning of subparagraphs (a) (3) and (a) (4) 

[ and (a) (5) ] of this rule where such transmission or 
delivery is made no later than noon of the next business 
day after the receipt of such funds or securities: Provided, 
however, That such prompt transmission or delivery shall 
not be required to be effected prior to the settlement date 
for such transactions. 


[ (15) ] (77) The term “ready market” shall include a 
recognized established securities market in which there 
exists independent bonafide offers to buy and sell so that a 
realizable price, reasonably related to the last sales price, 
can be determined for [ the ] a particular security almost 
instantaneously and where payment will be received in 
settlement of a sale within a relatively short time conform- 
ing to trade custom. A “ready market” shall also be deemed 
to exist where such securities are readily acceptable as col- 
lateral for a loan by a bank as defined in Section 3(a) (6) 
of the Securities Exchange Act and where the broker or 
dealer demonstrates that such securities are adequate 
collateral for such loans as defined in subparagraph (c) (6) 
of this rule. 


{ (16) For the purpose of this rule “clearing agency” shall 
include any person who acts as intermediary among parti- 
cipants in making payments or deliveries in connection with 
transactions in securities or who engaged in providing 
facilities for participants for netting of purchases and sales 
of specific securities to reduce the number of settlements of 
individual transactions, or the allocation of cash and securi- 
ties settlement responsibilities among itself and participants. 
Such term also means a person who is a custodian of securi- 
ties in accordance with a system for the central handling of 
securities whereby all securities of a particular class or ser- 
ies of any issuer deposited within the system are treated as 
fungible and may be transferred or pledged by bookkeeping 
entry without physical delivery thereof. ] 


[ (c) (17) The amount of subordinated indebtedness which, 
under (c) (2) (xiv) may be excluded from the liabilities of 

a broker or dealer in computing net capital and the amount 
by which the addition to net worth of equities in the ac- 
counts of partners as provided in (c) (2) (i) is to be limited 
shall be determined as follows: The amount of such indebt- 
edness shall, in the case of a corporation, be added to paid 
in capital, capital surplus, retained earnings and other capi- 
tal accounts of the corporation, and the sum thereof shall 
be designated as the “corporate debt-equity total;” and in 
the case of a partnership, such amounts of indebtedness and 
equities in the accounts of partners as hereinbefore defined, 
shall be added to the capital accounts of the partnership, 
and the sum thereof shall be designated as the “partnership 
debt-equity total;” and, in the case of a sole proprietor, 
such amounts of indebtedness shall be added to the capital 
or proprietary accounts of the sole proprietorship and the 
sum thereof shall be designated as the “sole proprietorship 
debt-equity total.” If the amounts of such subordinated 
indebtedness and, in the case of partnership, equities in the 
accounts of partners as hereinbefore defined, exceed 70% 
of such corporate debt-equity total, or partnership debt- 


118/SEC DOCKET 


equity total, or sole proprietorship debt-equity total, as 
the case may be, for a period in excess of 90 days, then 
such excess of subordinated indebtedness and in the case of a 
a partnership, equities in the accounts of partners as here- 
inbefore defined, shall not be excluded from the liabilities 
of the broker or dealer in the computation of net capital, 
and shall not under subparagraph (c) (2) (i), be added to 
Net worth as equities in the accounts of partners. ] 








(d) No broker or dealer shall permit his subordinated 
indebtedness and equities in the securities accounts of 
partners to exceed 70 percent of his debt-equity total as 
hereinafter defined for a period in excess of 90 days or for 
such longer period which the Commission may upon appli- 
cation of the broker or dealer grant in the public interest 
or for the protection of investors. In the case of acor- 
poration, the debt-equity total shall be the sum of sub- 
ordinated indebtedness, paid in capital, capital surplus, 
retained earnings, unrealized profit and loss and other 
capital accounts of the corporation. In the case of a part- 
nership, the debt-equity total shall be the subordinated 
indebtedness and equities in the securities accounts of 
partners as hereinbefore defined, and the sum thereof shall 
be added to the capital accounts of partners and partner- 
ship unrealized profit and loss. In the case of a sole pro- 
prietorship, the debt-equity total shall include the sum of 
subordinated indebtedness, capital and proprietary accounts 
of the sole proprietorship and unrealized profit and loss: 
Provided, however, That a satisfactory subordination agree- 
ment entered into by a partner, stockholder or sole pro- 
prietor for a term of not less than three years without any 
provision for accelerated maturity shall be considered 
equity for purposes of this rule. 





[ (d) ] fe) No proprietary capital whether in the form of 
capita! contributions by partners (which shall include a 
satisfactory subordination agreement, entered into by a 
partner, stockholder or sole proprietor for a term of not 
less than three years without any provisions for accelerated 
maturity) or represented by stock, paid-in capital, capital 
surplus, retained earnings or otherwise, may be withdrawn 
by action of a stockholder or partner, or by redemption or 
repurchase of shares of stock by the broker or dealer or 
through the payment of dividends or any similar distri- 
bution nor may any unsecured advance or loan be made to’ 
a stockholder, partner or sole proprietor if the effect 
thereof would be that aggregate indebtedness of the broker 
or dealer would exceed 1000 percentum of his net capital 
or his net capital would fail to equal 120 percentum of the 
minimum dollar amount required by this rule, or if it would 
cause subordinated indebtedness or equities in the accounts 
of partners, as hereinbefore defined, to exceed 70 percent 
[ 50% ] of the corporate, partnership or sole proprietor- 
ship debt-equity total as defined in [sub] paragraph [ (c) 
(17) ] (d) or while such condition exists. Provided, how- 
ever, That this provision shall not preclude a broker or 
dealer from making required tax payments or preclude the 
payment to partners of a reasonable salary. 


(f) Every broker or dealer shall in computing its net 
capital pursuant to this rule consolidate in a single compu- 


tation all of the assets and liabilities of any subsidiary for 9 
which it guarantees or may otherwise be required to assume 
liabilities; Provided, however, That if the inclusion of the 1 


assets and liabilities of any such subsidiary would increase (0 


w,d 


TZ, 












| 


all 


U4 


the broker-dealer’s net capital and/or decrease the broker- 
dealer’s ratio of aggregate indebtedness to net capital and 

n opinion of counse/ as provided for below has not been 
obtained then assets and liabilities of such subsidiary shall 
not be so consolidated. With respect to any wholly owned 
subsidiaries for which the broker or dealer can demonstrate, 
to the satisfaction of the Commission’s Regional Office for 
the region in which the broker or dealer maintains his 
principal place of business, or where the broker or dealer is 
amember of a self-regulatory organization designated by 
SIPC as the Examining Authority for such broker or dealer, 
such organization, through an opinion of counsel that the 
subsidiary may be liquidated within 30 days by the broker 
or dealer or a trustee appointed pursuant to the SIPA or 
otherwise and that none of the liabilities or contingent li- 
abilities of the subsidiary would become liabilities of the 
broker or dealer and which opinion shall include such other 
assurances as the Commission may require, then such bro- 
ker or dealer may, if he chooses include the assets and 
liabilities of the subsidiaries as assets and liabilities of the 
parent and prepare a consolidated computation of net capi- 
tal and aggregate indebtedness for purposes of this rule: 
Provided, however, That such computation shall reduce 

net worth of the parent broker or dealer by any tax li- 
ability which would be occasioned upon the liquidation ot 
each such subsidiary. Where an opinion of counsel 
demonstrates only that none of the liabilities or contingent 
liabilities of the subsidiary would become liabilities of the 
broker or dealer, then no consolidated computation of net 
capital shall be required. 


All interested persons are invited to submit their views in 


days after the date hereof, to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 


writing on this proposal to amend Rule 15c3-1 within 60 
fF ” 
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ted 
al 
wn 
. or 


2 to 


>ker 
tal 
the 
yould 
yunts 
ent 
r- 
(c) 
\W- 


the 


North Capitol Street, N. W., Washington, D. C. 20549. 

All such communications should bear the File No. $7-498 
and will be available for public inspection. 

By the Commission. 


George A. Fitzsimmons 
Secretary 


L/ Rule 15¢3-1(a) (1) 
2/ Rule 15c3-1(a) (6) 
3/ Rule 15c3-1(a) (5) 
4/ Rule 15c3-1(a) (3) 
5/ Rule 15c3-1(a) (4) 
§/ Rule 15c3-1(b) (1) 


1/ Rule 15c3-1(b) (2), See also, Securities Exchange Act 
Release No. 8389. 


8/ Rule 15c3-1(c) (1) (E) 
9/ Rule 15c3-1(c) (1) (1), (J) 
10/ Rule 15c3-1(c) (1) (k) 


Rule 15c3-1(c) (1) (L) 

Rule 15c¢3-1(c) (2) (B) 

Rule 15c3-1(c) (2) (C) 

Rule 15c3-1(c) (2) (D) (i) - (xxii) 
Rule 15c3-1(c) (2) (D) (vii) 
Rule 15c3-1(c) (2) (D) (x) 
Rule 15c3-1(c) (2) (D) (ix) 
Rule 15c3-1(c) (2) (D) (xiii) - (xxii) 
Rule 15c3-1(c) (2) (D) (xiii) 
Rule 15c3-1(c) (2) (D) (xiv) and (xv) 
Rule 15c3-1(c) (2) (D) (xvi) and (xvii) 
Rule 15c3-1(c) (2) (D) (xviii) and (c) (2) (A) (ii) 
Rule 15c3-1(c) (2) (D) (xix) 
Rule 15¢3-1(c) (2) (D) (xx) and (xxi) 
Rule 15c3-1(c) (2) (D) (xxii) 
Rule 15c3-1 (c) (2) (N) and (O) 
Rule 15¢3-1(c) (2) (D) (xi) 
Rule 15c3-1(c) (2)-(D) (xxiii) 
Rule 15c3-1(c) (2) (L) 

Rule 15c3-1(c) (7) (F) 

Rule 15c3-1(c) (7) (E) 

Rule 15c3-1(c) (7) (O) 

Rule 15c3-1(c) (7) (N) 


Rule 15c3-1(f) 


PEBRBPBBBBEBBRPBRBEBEFERBEREERE 


Rule 15c3-1(d) 


36_/ Rule 15c3-1(e) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10526/November 28, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspension of 
over-the-counter trading in all securities of Seaboard 
American Corp. (“Seaboard”), located in Somerville, New 
Jersey, for a ten-day period commencing at 2:00 p.m. (EST) 
on November 28, 1973 and continuing through December 
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7, 1973. 


The Commission initiated the trading suspension at the 
request of Seaboard because Seaboard has failed to file with 
the Commission a Form 10 which was due at the end of 
June 1973. In addition, the Commission has also raised 
questions concerning the recent market activity in Sea- 
board’s stock. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer 
has any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to what 
is required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and 

is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10527/November 29, 1973 


Admin. Proc. File No. 3-3798 
In the Matter of 


INVESTOR CENTERS, INC. 

(8 14690) 

FUTURISTIC CONCEPTS, INC. 
166-07 Hillside Avenue 
Jamaica, New York 


MARK PAUL STEINGARD 
BARRY STEINGARD 
HARVEY I. MESHNICK 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these remedial proceedings under the Securities Exchange 
Act ("Exchange Act”), offers of settlement have been 
submitted by Investor Centers, Inc. (“registrant”), a regis- 
tered broker-dealer, Futuristic Concepts, Inc. (” Futuristic”), 
sole stockholder of registrant, Mark Paul Steingard, presi- 
dent of both registrant and Futuristic, and Barry Steingard 
and Harvey |. Meshnick, who were associated with regis- 
trant. 


Solely for the purpose of these proceedings or any other 
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proceedings pursuant to Sections 15(b) and 15A of the 
Exchange Act and Section 203 of the Investment Advisers 
Act, respondents, without admitting or denying the alle- 
gations of the order for proceedings, consented to findings 
of willful violations as alleged in that order and to the im- 
position of certain sanctions. 






ai 







On the basis of the order for proceedings and the offers of 
settlement, it is found that during the period from about 
April 1 to about October 1, 1970, respondents willfully 
violated Section 17(a) of the Securities Act and Section 10 
(b) of the Exchange Act and Rule 10b-5 thereunder in 
connection with transactions in the stock of Sorority In- 
dustries, Inc. Among other things, they recommended the 
purchase of the speculative and unseasoned securities of 
Sorority, without first having made reasonable inquiry and 
in disregard of information as to its financial condition 
and business operations. In addition, they made false 

and misleading statements concerning Sorority’s financial 
condition, earnings, business operations and prospects, the 
speculative nature of an investment in its securities, the 
price, value and sources of such securities, and the proposed 
acquisition of Sorority by other companies. 








In view of the foregoing, it is in the public interest to im- 
pose sanctions consistent with the offers of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a 

broker and dealer of Investor Centers, Inc. be, and ithereby | 
is, revoked, and that Futuristic Concepts, Inc. and Mark 

Paul Steingard be, and they hereby are, barred from being 
associated with any broker, dealer, investment company or 
investment adviser, provided, however, that Mark Paul 
Steingard may apply for permission to re-enter the a 
business, after three years, upon a proper showing that his 
association will be in a supervised capacity. 


IT IS FURTHER ORDERED that, commencing with the 
opening of business on December 10, 1973, Harvey |. 
Meshnick and Barry Steingard be, and they hereby are, 
suspended from association with any broker, dealer, regis- 
tered investment company or registered investment adviser 
for the respective periods of 30 days and one year. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10528/November 29, 1973 


Admin. Proc. File No. 3-4298 
In the Matter of 
G. M. CLARK AND CO., INC. 
1828 1OS Center 


Minneapolis, Minnesota 
(815252) 
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GERALD M. CLARK 
LYMAN W. COLE 
JEFFREY L. FOLLETT 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act offers of settlement have been submitted by 

G. M. Clark and Co., Inc. (“registrant”), a registered broker- 
dealer; Gerald M. Clark, registrant’s former president, Lyman 
W. Cole, vice-president and secretary, and Jeffrey L. Fol- 
lett, former treasurer. Solely for the purpose of these pro- 
ceedings and any other proceedings pursuant to Sections 
15(b), 15A and 19(a) (3) of the Exchange Act, Section 10 
(b) of the Securities Investor Protection Act, Sections 203 
(e) and 203(f) of the Investment Advisers Act, and Section 
9(b) of the Investment Company Act, and without admit- 
ting or denying the allegations in the order for proceedings, 
respondents consent to findings of willful violations as 
alleged in that order and to the imposition of specified 
sanctions. Upon the recommendation of its staff, the Com- 
mission determined to accept the offers. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that: 


1. Registrant, willfully aided and abetted by Clark, Cole 
and Follett, willfully violated Section 15(c) (3) of the Ex- 
change Act and Rules 15c3+1 and 15c3-3(e) (1) thereunder 
in that, during the period from about February 29, 1972 

to May 8, 1973, it effected securities transactions when its 
aggregate indebtedness to all other persons exceeded 2000% 
of its net capital and it did not have and maintain net capi- 
tal of at least $5,000 and, during the period from about 
January 31 to May 8, 1973, it failed to maintain the 
required minimum amount of cash and/or qualified securi- 
ties in a special reserve bank account for the exclusive bene- 
fit of customers. 


2. During the period from about January 1, 1972 to May 

8, 1973, registrant, willfully aided and abetted by Clark, 
Cole and Follett, willfully violated Section 15(c) (1) of the 
Exchange Act and Rule 15c1-5 thereunder in that cus- 
tomers who purchased or sold securities of Advertising Un- 
limited, Inc. (”“AU1”) in transactions with registrant were 
not given timely written notification of the control relation- 
ship between AUI, registrant and Clark. 


3. During the same period, registrant, willfully aided and 
abetted by Clark, Cole and Follett, willfully violated Sec- 
tion 7(c) (1) of the Exchange Act and Regulation T pro- 
mulgated thereunder by the Board of Governors of the 
Federal Reserve System in that it failed promptly to cancel 
or otherwise liquidate transactions of customers who pur- 
chased securities in special cash accounts and did not make 
full payment therefor within seven business days. 


4. Registrant, willfully aided and abetted by Clark, Cole and 
Follett, willfully violated Section 17(a) of the Exchange Act 
and Rules 17a-3, 17a-5, 17a-11 and 17a-13 thereunder in 
that, during the period from about January 1, 1972 to May 
8, 1973, it failed to make accurately and keep current cer- 
tain books and records including a security count difference 
account; failed, during the period from about September 


30, 1972 to May 8, 1973, to give the Commission imme- 
diate telegraphic notice of its net capital and recordkeeping 
deficiencies and to file required reports; and filed a false 
and misleading financial report as of May 31, 1972. 


The offers of settlement provide that respondents may be 
censured, that registrant's broker-dealer registration may be 
suspended for 15 business days, and that Clark, Cole and 
Follett may be suspended from any association with a 
registered broker-dealer for respective periods of 90 days, 
30 days and 30 days. The offers further provide that (1) 
Clark may be prohibited from being employed or function- 
ing in any way in a supervisory capacity for a registered 
broker-dealer; (2) Cole may be prohibited from being 
employed or functioning in any way in a supervisory capa- 
city over financial or operational matters for any registered 
broker-dealer, except that, after six months, he may apply 
to the Commission for permission to function in such a 
capacity upon a proper showing; and (3) Follett, after his 
suspension, may be associated with a registered broker- 
dealer only in a non-supervisory capacity, but may apply to 
the Commission, after 12 months from the expiration of 
his suspension, to become so associated in a supervisory 
capacity upon the showing of additional background, 
experience and training. 


In view of the foregoing, it is in the public interest to take 
the remedial action specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that G. M. Clark and Co., 
Inc., Gerald M. Clark, Lyman W. Cole, and Jeffrey L. 
Follett be, and they hereby are, censured. 


IT IS FURTHER ORDERED that, effective January 2, 
1974, the registration as a broker and dealer of G. M. 
Clark and Co., Inc. be, and it hereby is, suspended for a 
period of 15 business days 


IT IS FURTHER ORDERED that 


1. Gerald M. Clark be, and he hereby is, suspended trom 
any association with a registered broker-dealer for a period 
of 90 days, and prohibited from being employed or func- 
tioning in any way in a supervisory capacity for such a 
broker-dealer; 


2. Lyman W. Cole be, and he hereby is, suspended from any 
association with a registered broker-dealer for a period of 
30 days, and prohibited from being employed or function- 
ing in any way in a supervisory capacity over financial or 
operational matters for any registered broker-dealer, ex- 
cept that, after six months, he may apply to the Com- 
mission for permission to function in such a capacity upon 
a proper showing; 


3. Jeffrey L. Follett be, and he hereby is, suspended from 
any association with a registered broker-dealer for a period 
of 30 days after which he may become so associated only 
in a non-supervisory capacity, except that, after 12 months 
from the expiration of his 30 day suspension, Follett may 
apply to the Commission to become so associated in a 
supervisory capacity upon the showing of additional back 
ground, experience and training. 


The suspensions of Clark, Cole and Follett shall be effective 
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at the opening of business on December 10, 1973. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10529/November 29, 1973 


COMMISSION ORDERS HEARING ON SECTION 12(h) 
APPLICATIONS 


Multi-Benefit Realty Fund, Multi-Benefit Realty Fund II, 
California Realty Fund and Grubb and Ellis Realty Fund II 
(“the Applicants”) have made application for exemption 
under Section 12(h) of the Securities Exchange Act of 1934 
("the Act”) from the provisions of Section 12(g), 13 and 

14 of the Act. 


According to information filed with the Commission, the 
Applicants, which were organized pursuant to the California 
Uniform Limited Partnership Act for the purpose of own- 
ing, operating and improving income producing property, 
publicly sold limited partnership interests to California 
residents without compliance with the registration require- 
ments of the Securities Act of 1933. 


The Applicants contend that the requested exemption 
should be granted because the disclosure objectives of the 
Act's registration, reporting and proxy solicitation provi- 
sions are not relevant to a real estate limited partnership, the 
partnership interests are not actively traded, and the trans- 
fer of the partnership interests requires, under most cir- 
cumstances, the consent of the Corporations Commissioner 
of California pursuant to standards of financial responsi- 
bility established by the Commissioner. 


The Commission has ordered that a hearing to determine 
whether the applications should be granted or denied be 
held on January 7, 1974, at 10:00 a.m. at the office of the 
Securities and Exchange Commission, Room 2416, 1100 L 
Street, Washington, D. C. At the request of the Applicants, 
the proceedings have been consolidated because of the 
common questions of law and fact. Any person desiring to 
be heard is directed to file with the Secretary of the Com- 
mission his request as provided by Rule 9(c) of the Com- 
mission’s Rules of Practice, setting forth any issues of fact 
or law which he desires to controvert and/or setting forth 
any additional issues which he feels should be considered. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10530/November 29, 1973 
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Admin. Proc. File No. 3-4233 





In the Matter of 





RICHARD L. FELDMAN 
Chicago, Illinois 






) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- | 
TIONS 


In these proceedings pursuant to Section 15(b) of the Securi- 
ties Exchange Act, an offer of settlement was submitted by 
respondent Richard L. Feldman (“Feldman”), formerly 
an account executive and Branch Manager trainee with a 
registered broker-dealer. Solely for the purpose of these 
or other proceedings pursuant to Sections 15(b), 15A or 
19(a) (3) of the Exchange Act, Section 203 of the Invest- 
ment Advisers Act or Section 9(b) of the Investrrent Com- 
pany Act, and without admitting or denying the alle- 
gations of the order for proceedings, Feldman consented to 
certain findings based on the allegations in the order for 
proceedings and to the entry of an order imposing sanc- 
tions against him. 


Upon the recommendation of its staff, the Commission 
determined to accept the settlement offer. On the basis of 
the Order for proceedings and the settlement offer, it is 
found 1/ that during the period from about March 1, 1969, 
to about May 15, 1969, respondent wilfully aided and abet- 
ted violations of Sections 5(c) and 17(a) of the Securities 
Act of 1933 and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in connection with the offer and 
sale of shares of common stock of Chemtrust Industries 
(“CTI”). In particular, offers to sell such stock were made 
prior to the filing of a registration statement under the 
Securities Act, and misrepresentations were made concerning 
among other things, a prospective rise in the price anda 
split of CTI’s stock, its listing on a national stock exchange, 
a comparison of the future market price of CTI stock with 
other stocks which recently rose dramatically, a prospective 
merger with another corporation, registrant’s efforts to sell 
CTI stock, and the fact that he and certain others were not 
licensed to sell stock to residents of Oregon. Respondent 
failed reasonably to supervise persons under his supervision 
with a view to preventing the above violations. 


i 


The offer of settlement provides that Feldman may be sus- 
pended from association with any broker or dealer for a 
period of 75 days and that at the conclusion of such period 
he may become associated with a broker or dealer in a non- 
supervisory Capacity. 


In light of the foregoing, it is in the public interest to im- 
pose the sanction consented to in the offer of settlement. 


Accordirgly, 1T |S ORDERED that Richard L. Feldman be, 
and he hereby is, suspended from association with any bro- 
ker or dealer for a period of 75 days. After such period, 
Feldman may become associated with a broker-dealer in a 
non-supervisory capacity. The suspension shall be effective 
as of the opening of business on December 10, 1973. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 


1/ These findings are not binding upon any other res- 


pondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10531/November 29, 1973 


Admin. Proc. File No. 3-3030 
In the Matter of 


TOBEY & KIRK 

52 Wall Street 

New York, New York 10005 
(81503) 


VINCENT ROSS, JR. 
KENNETH WIECK 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Sections 15(b), 15A and 
19(a) (3) of the Securities Exchange Act, offers of settle- 
ment were submitted by respondents Tobey & Kirk, a 
registered broker-dealer (“registrant”), Vincent Ross, Jr., one 
of its partners, and Kenneth Wieck, formerly a registered 
representative of registrant. Solely for the purpose of these 
proceedings, and without admitting or denying the alle- 
gations of the order for proceedings, these respondents 
consented to findings of willful violations as alleged in such 
order and to the entry of an order imposing certain sanctions 
against them. 


Upon the recommendation of its staff, the Commission 
determined to accept the settlement offers. On the basis of 
the order for proceedings and the settlement offers, it is 
found 1/ that during the period from about January, 1968, 
to about January, 1970: 


1. Registrant, Ross and Wieck wilfully violated Section 5 of 
the Securities Act of 1933 in that they sold shares of the 
common stock of International Resources, Inc., when no 
registration statement pursuant to the Securities Act was in 
effect regarding such securities. 


2. Registrant wilfully violated and Ross and Wieck wilfully 
aided and abetted violations of Section 17(a) of the Ex- 
change Act and Rule 17 a-3 thereunder in that it made 
false entries in certain of its books and records to conceal 
payments made by purchasers of securities of International 
Resources, Inc. 


The settlement offers provide that registrant's over-the- 
counter department may be suspended for a period of 10 
business days, except that during such period it may execute 
unsolicited over-the-counter transactions for its existing 
Customers; that registrant’s underwriting department may 

be suspended for a period of 30 calendar days from 
Participation in any underwritings; that Wieck may be given 


a censure; and that Ross may be suspended for a period of 
5 business days from being associated with any broker or 
dealer. Respondents also undertake that at the expiration 
of these suspension periods, each respondent shall deliver 
an affidavit to the Commission’s regional office stating 
that the sanctions have been complied with. In connection 
with their offers, respondents state that upon being advised 
of the matters involved herein they returned to customers 
all monies which had been received prior to the effective 
date of the International Resources registration statement. 


In light of the foregoing, it is in the public interest to 
impose the sanctions consented to in the offers of settle- 
ment. 


Accordingly, 1T 1S ORDERED, subject to the above pro- 
vision and undertaking, that (1) the over-the-counter 
department of Tobey & Kirk and it hereby is, suspended 
for a period of 10 business days; (2) the underwriting 
department of Tobey & Kirk be and it hereby is, suspended 
for a period of 30 calendar days from participation in any 
underwritings; (3) Weick be, and he hereby is, censured; 
(4) and Ross be, and he hereby is, suspended for a period 
of 5 business days from being associated with any broker 
or dealer. The suspensions shall take effect as of the open- 
ing of business on December 10, 1973. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ These findings are not binding upon any other res- 
pondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10532/November 29, 1973 


The Securities anc Exchange Commission has issued an 
order granting an application of the PBW Stock Exchange, 
Inc. for unlisted trading privileges in the common stock of 
Dun & Bradstreet Companies, Inc. 


An order has also been issued granting an application of 
the American Stock Exchange, Inc. to strike from listing 
and registration the 6-%2% convertible subordinated deben- 
tures, due 1982, of Visual Electronics Corporation, effec- 
tive at the opening of business on November 28, 1973. At 
March 31, 1973, the company had net tangible assets of 
only $9,335 and had reported net losses before extra- 
ordinary items in three of its four most recent fiscal years 
ended March 31, 1973 as follows: 1973 - $785,000; 1972 
- $912,000; and 1971 - $8,435,000. Based upon recent 
over-the-counter prices, the aggregate market value of the 
publicly held debentures was $132, 700. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10533/November 30, 1973 


SEC DOCKET/123 











Admin. Proc. File No. 3-3253 
in the Matter of 


RAFKIND & CO., INC. 

55 Broad Street 

New York, New York 10004 
(812083) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings pursuant to Sections 15(b), 15A and 
19(a) (3) of the Securities Exchange Act, an offer of 
settlement was submitted by Rafkind & Co., Inc, a regis- 
tered broker-dealer. Solely for the purpose of these pro- 
ceedings and without admitting or denying the allegations 
of the order for proceedings, Rafkind consented to findings 
of wilfull violations and a failure to exercise reasonable 
supervision as alleged in such order and to the entry of an 
order imposing certain sanctions against it. 


Upon the recommendation of its staff, the Commission 
determined to accept the settlement offer. On the basis 
of the order for proceedings and the settlement offer, it is 
found 1/ that during the period from about October 1, 
1969, to about March 31, 1971, Rafkind wilfully violated 
and wilfully aided and abetted violations of Section 17(a) 
of the Securities Act, Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder in that, in connection with the 
offer, sale and purchase of shares of the common stock of 
Spectrum, Ltd., it made materially untrue and misleading 
statements concerning the financial condition of Spectrum, 
its business and operations, its officers and directors and 
its market activity. Rafkind failed reasonably to supervise 
persons under its supervision with a view to preventing the 
above violations. 


the ofter of settlement provides that Rafkind’s over-tne- 

ounter activities may be suspended for a period of 30 
business days, and that during this pertod, Rafkind may 
only engage in activities concerning the liquidation of its 
business. 2/ 


In light of the foregoing, it is in the public interest to im- 
pose the sanctions consented to in the offer of settlement. 


Accordingly, IT iS ORDERED, subject to the conditions 
set forth above, that the over-the-counter activities of 
Rafkind & Co., Inc. be, and they hereby are, suspended for 
a period of 30 business days to commence as of the opening 
of business on December 10, 1973. 


For the Commission, by the Office of Opinions and Peview, 
pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 


1/ These findings are not binding upon any other res- 
pondent named in the above proceeding. 


2/ Rafkind forwarded to the Commission a notice of with- 


drawal as a broker-dealer on December 12, 1972, which has 
not yet become effective. 
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See Litigation Release No. 6160/November 29, 1973. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18184/November 26, 1973 





In the Matter of 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 
(70-5411) 


ORDER AUTHORIZING ISSUE AND SALE OF 
$15,000,000 PRINCIPAL AMOUNT OF FIRST MORT- 
GAGE BONDS AT COMPETITIVE BIDDING 


The Potomac Edison Company (“Potomac”), a registered 
holding company and an electric utility subsidiary com- 
pany of Allegheny Power System, Inc., also a registered 
holding company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder regarding 
the following proposed transaction. 

Potomac proposes to issue and sell, subject to the com i ) 
petitive bidding requirements of Rule 50 under the Act, 
$15,000,000 principal amount of its First Mortgage and 
Collateral Trust Bonds % Series due 2003. The inter- 

est rate of the bonds (which will be multiple of 1/8 of 1%) 

and the price, exclusive of accrued interest, to be paid to 
Potomac (which will be not less than 100% nor more than 
102-%% of the principal amount thereof) will be determined 

by the competitive bidding. The bonds will be issued under 

an Indenture dated as of October 1, 1944, between Potomac | 
and Chemical Bank, as Trustee, as heretofore supplemented’ 

and as to be further supplemented by a Supplemental 

Indenture to be dated as of December 1, 1973, which pre- 
cludes Potomac from redeeming any such bonds prior to 
December 1, 1978, if such redemption is for the purpose 

of refunding such bonds through the use, directly or in- 
directly, of borrowed funds at an effective interest cost 

below that of the bonds. 


The net proceeds from the sale of the bonds, together with 
other funds, will be used to prepay Potomac’s short-term 
bank notes to the extent desirable, to pay at maturity any 
commercial paper outstanding at the time of the sale of 
the bonds, for its construction program and working capital 
or to reimburse Potomac’s treasury for monies actually ex- 
pended for such purposes, and for other lawful corporate 
purposes. 


The issue and sale of the bonds by Potomac have been 
authorized by the Maryland Public Service Commission and 
the Pennsylvania Public Service Commission. No other 
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state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. It is further stated that the fees and expenses to be 
incurred by Potomac in connection with the proposed issue 
and sale of its bonds are estimated at an aggregate of 
$97,000, including $24,500 in accountant’'s fees and 
$12,500 in legal fees. The fee of counsel for the purchasers 
of the bonds, to be paid by the successful bidders, is esti- 
mated at $12,000. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18137), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become ef- 
fective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions pres- 
cribed in Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18185/November 26, 1973 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC 
Wilmington, Delaware 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF OHIO, INC. 

THE OHIO VALLEY GAS COMPANY 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 

COLUMBIA HYDROCARBON CORPORATION 
COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
(70-5322) 


SUPPLEMENTAL ORDER REGARDING PROPOSED 
ISSUANCE AND SALE OF COMMON STOCK AND 
INSTALLMENT NOTES TO PARENT COMPANY 


yand | 
(yr Columbia Gas System, Inc., ("Columbia"), a registered 


holding company, and its wholly-owned subsidiary com- 
panies listed above, have filed with this Commission a post- 
effective amendment to its application-declaration pursuant 
to Sections 6(b), 9, 10, and 12(f) of the Public Utility Hold- 
ing Company Act of 1935 (“Act”), and Rule 43 pro- 
mulgated thereunder as regards the following proposed trans- 
actions. 


By Order dated April 26, 1973 (Holding Company Act 
Release No. 17943), the Commission, among other things, 
authorized a number of intrasystem financings including 
the issuance and sale by Columbia LNG Corporation 
("Columbia LNG”) of its common stock in an aggregate 
amount of up to $9,300,000 and unsecured installment 
notes in an aggregate amount up to $22,950,000. It is now 
proposed that, due to cost escalations necessitating added 
capital for its 1973 construction program (estimated at 
$46,768,000), Columbia LNG, prior to April 1, 1974, issue 
and sell to Columbia up to 174,000 shares of its common 
stock, $25 par value, for an aggregate amount of $4,350,000, 
and unsecured installment notes (“Notes”) up to an aggre- 
gate principal amount of $9,800,000. The Notes issued by 
Columbia LNG for financing the Green Springs, Ohio, 
reformed gas facility, in the aggregate amount of 
$2,140,000, will be due in ten equal annual installments on 
April 1st of each of the years 1975 to 1984, inclusive. The 
Notes issued for financing the Cove Point, Maryland, storage 
and regasification facility, in the aggregate amount of 
$7,660,000, will be due in twenty equal annual installments 
on October 1st of each of the years 1977 to 1996, inclusive. 


Interest on all of the Notes will accrue from the date of 
issuance of the Notes and is to be paid semiannually on the 
unpaid principal balance. The interest rate will be the 
actual cost of money to Columbia with respect to its last 
sale of debentures prior to the issuance of the said Notes, 
decreased by an amount necessary in order that the interest 
rate be a multiple of 1/10 of 1%. Columbia sold 
$50,000,000 principal amount of debentures on May 16, 
1973 (Holding Company Act Release No. 17957) at a cost 
of money of 7.62%. The Notes, therefore, will initially 
bear interest at 7.6%, and any subsequent Notes will bear 
an interest rate related to the last such sale of debentures 
prior to the issuance of said Notes. 


No state commission or Federal commission, other than 
this Commission, has jurisdiction over the transactions pro- 
posed in the post-effective amendment. 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (Holding 
Company Act Release No. 18143), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the inter- 
est of investors and consumers that said application-decla- 
ration, as now amended by said post-effective amendment, 
be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 


the Act and rules thereunder, that said application-decla- 
ration, as now amended by said post-effective amendment, 
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be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18186/November 27, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4545 
New York, New York 10020 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
MICHIGAN CONSOLIDATED GAS COMPANY 
One Woodward Avenue 

Detroit, Michigan 48226 

(70-5273) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING EXTENSION OF MATURITY DATE OF LINE 
OF CREDIT AND OF TIME WITHIN WHICH NOTES 
MAY BE ISSUED AND SOLD THEREUNDER 


NOTICE IS HERESY GIVEN that American Natural Gas 
Company ("American Natural”), a registered holding 
company, and its subsidiary companies, Michigan Consoli- 
dated Gas Company ("Michigan Consolidated”) and Mich- 
igan Wisconsin Pipe Line Company ("Michigan Wisconsin”), 
have filed a post-effective amendment to their previously 
amended application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6, 7, 9, 10, and 12(b) of the 
Act and Rule 45 promulgated thereunder as applicable to 
the proposed transactions. All interested persons are refer- 
red to said amended application-declaration, which is sum- 
marized below, for a complete statement of the proposed 
transaction. 


By Order dated December 22, 1972 (HCAR No. 17822), 
the Commission authorized American Natural to issue and 


sell its short-term notes from time to time until July 1, 1974, 


up to a maximum of $40,000,000 outstanding at any one 
time, to the Institutional Investment Division of First 
National City Bank, New York, New York (“Investment 
Division”), and to loan such funds first to Michigan Wiscon- 
sin and any available balance (within the $40,000,000 aggre- 
gate maximum) to Michigan Consolidated, in return for 
their notes, on the same terms, conditions and maturities as 
American Natural obtains the funds. 


Michigan Wisconsin, in order to assure the availability of 
funds to make any required repayments under the above 
arrangement, obtained a $20,000,000 line of credit through 
January 1, 1974, from the Commercial Division of First 
National City Bank. Borrowings thereunder would be 
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evidenced by notes (“Notes”) to mature no later than the 
expiration date of the line of credit, and would bear inter- 
est at the prevailing prime rate of First National City Bank 
in effect at the date of issuance and adjusted to the prime 
rate effective with any change in said rate. Interest is pay- 
able every 90 days, and the Notes may be prepaid at any 
time without penalty. In connection with this line of cre- 
dit, Michigan Wisconsin must maintain compensating 
balances with First National City Bank. Translated into 
terms of American Natural’s cost of borrowings from In- 
vestment Division, these compensating balances would have 
the effect of increasing such cost of borrowings by approx- 
imately %% above the current rate. Michigan Wisconsin 
states that it has to date been able to utilize internal funds 
to repay borrowings from American Natural. 


Michigan Wisconsin now proposes to borrow up to a maxi- 
mum of $20,000,000 outstanding at any one time under a 

line of credit in effect to July 31, 1974, on the same terms 
and conditions as the prior line of credit. In all other res- 
pects the transactions heretofore authorized and described 

in the above mentioned Commission Order remain un- | 
changed. 








Applicants-declarants propose to continue to report all 
borrowings and repayments on a quarterly basis to the 
Commission. 


Fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $3,500, including 
counsel fees of $500. It is stated that no state commission 
and no Federal commission, other than this Commission, 

has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 21, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration as further 
amended by said post-effective amendment which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants-decla- 
rants at the above-stated addresses, and proof of service 

(by affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended by said post- 
effective amendment or as it may be further amended, may | 
be granted and permitted to become effective as provided 

in Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 

100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18187/November 27, 1973 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 

(70-5405) 


ORDER AUTHORIZING ISSUE AND SALE BY SUB- 
SIDIARY COMPANY OF $40,000,000 PRINCIPAL 
AMOUNT OF FIRST MORTGAGE BONDS AT COM- 
PETITIVE BIDDING AND OF 500,000 SHARES OF 
COMMON STOCK TO HOLDING COMPANY 


New England Electric System (“NEES”), a registered hold- 
ing company, and its electric utility subsidiary, New Eng- 
land Power Company (“NEPCO”), have filed an application- 
declaration and amendments thereto with this Commission 
pursuant to Sections 6(a), 6(b), 7, 9(a), 10, and 12(c) of 

the Public Utility Holding Company Act of 1935 (“Act”) 
and Rules 42 and 50 promulgated thereunder regarding the 
following proposed transactions. 


NEPCO proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50, $40,000,000 principal 
amount of First Mortgage Bonds, Series T, %, due 

. The interest rate (which shall be a multiple of 1/8 








~ of 1%) and the price, exclusive of accrued interest, to be 


paid to NEPCO (which shall not be less than the principal 
amount nor more than 102-%% thereof) will be determined 
by the competitive bidding. The Series T Bonds will bear 
interest from December 1, 1973. NEPCO will notify pros- 
pective bidders not later than 12 noon on the second full 
business day prior to the time designated for the sub- 
mission of bids (i) the date on which the bonds shall mature, 
which date shall not be more than 30 years from December 
1, 1973, and (ii) whether or not the bonds shall be redeem- 
able during the first five years of their term, or some lesser 
portion thereof, in connection with refunding at a lesser 
effective interest cost to NEPCO. The bonds will be issued 
under an Indenture of Trust and First Mortgage dated as of 
November 15, 1936, between NEPCO and New England 
Merchants National Bank (successor to the New England 
Trust Company), as Trustees as amended and supplemented 
and to be further supplemented by a Nineteenth Supple- 
mental Indenture, dated as of December 1, 1973. 


NEPCO further proposes to increase its capital stock by the 
authorization and issue of not in excess of 500,000 shares 
of its common stock, par value $20 per share. NEES, the 
sole common stockholder, proposes to acquire such shares 
for acash consideration of $40 per share, or an aggregate 

of $20,000,000. Upon such issue and sale NEPCO will have 
outstanding 5,199,896 shares of common stock with an 
aggregate par value of $103,997,920. 


»™ net proceeds from the sale of the bonds and common 
\ 
’ 


stock are proposed to be used to reduce the amount of 
NEPCO's outstanding short-term promissory notes, aggre- 
gating $63,175,000 at October 4, 1973, which were issued 
to pay for capitalizable expenditures or to the reimburse- 
ment of its-treasury therefor. 


The Massachusetts Department of Public Utilities, the New 
Hampshire Public Utilities Commission, and the Vermont 
Public Service Board have authorized the proposed issue 
and sale of bonds and common stock. No other state com- 
mission or federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. Fees and 
expenses related to the proposed bonds are estimated at 
$115,000, including New England Power Service Company 
expenses (at cost) of $40,000, independent engineers’ 
charges of $7,000, and accounting fees of $7,500. The fees 
and expenses of counsel for the purchasers of the bonds, 

to be paid by the successful bidders, are estimated at 
$15,000. Total estimated expenses in connection with 

the proposed common stock are $3,400 for NEPCO and 
$200 for NEES. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18132), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rules 24 and 50 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18188/November 27, 1973 


In the Matter of 

MASSACHUSETTS ELECTRIC COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 

20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5423) 


NOTICE OF PROPOSED ISSUE AND SALE OF COMMON 
STOCK TO HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that New England Electric 
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System ("NEES"), a registered holding company, and 
Massachusetts Electric Company ("Mass Electric”), one of 
its electric utility subsidiary companies, have filed an appli- 
cation-declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(b), 9(a), 10, and 12 of the Act and 
Ruie 42 promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are referred to 
the application-declaration, which is summarized below, for 
a complete statement of the proposed transactions. 


Mass Electric proposes to issue and sell to NEES, its sole 
common stockholder, 181,818 additional shares of common 
stock, $25 par value per share, and NEES proposes to ac- 
quire such shares for cash at $55 per share, or a totai con- 
sideration of $9,999,990. Upon such issuance and sale, 
Mass Electric will have outstanding 2,398,111 shares of 
common stock of an aggregate par value of $59,952,775. 


As of November 6, 1973, Mass Electric has outstanding 
$9,950,000 of short-term notes payable to banks. The 
proceeds from the issuance and sale of the additional com- 
mon stock will be applied to the payment of then outstand- 
ing short-term notes payable evidencing borrowings made 
for capitalizable construction expenditures or to reimburse 
the treasury therefor. 


Expenses in connection with the proposed issuance and 
sale of common stock are estimated at $3,855 for Mass 
Electric and $200 for NEES. It is stated that the proposed 
issuance and sale of the common stock require authori- 
Zation by the Massachusetts Department of Public Utilities 
and that no other state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested persons 
may, not later than December 20, 1973, request in writing 
that a hearing be held in respect of such matter, stating 

the nature of his interest, the reasons for such request, 

and the issues of fact or law raised by said application- 
declaration which he desires to controvert; or he may re- 
quest that he be notified should the Commission order a 
hearing thereon. 


Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
Acopy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
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lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary i 9 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18189/November 27, 1973 


Admin. Proc. File No. 3-4392 





In the Matter of 


UTAH POWER & LIGHT COMPANY 
1407 West North Temple Street 
P. O. Box 899 

Salt Lake City, Utah 84110 

(70-5303) 
(59-63) | 


NOTICE OF FILING AND ORDER FOR HEARING ON 
PROPOSED MERGER OF SUBSIDIARY PUBLIC 
UTILITY INTO REGISTERED HOLDING COMPANY; 
ORDER INSTITUTING PROCEEDING UNDER SEC- 
TION 11(b) (1) AND ORDER CONSOLIDATING PRO- 
CEEDINGS 


NOTICE IS HEREBY GIVEN that Utah Power & Light 
Company (“Utah”), an electric utility company and a 
registered holding company, has filed an application-decla- 
ration and an amendment thereto with this Commission 
pursuant to, insofar as applicable, Sections 5,9, 10,11and 4 
12 of the Public Utility Holding Company Act of 1935 in 
(“Act”) and Rule 43 promulgated thereunder. All inter- | 
ested persons are referred to the application-declaration, 
as amended, which is summarized below, for a complete 
statement of the proposed transactions. 


Utah, a Maine corporation, conducts electric utility oper- 
ations throughout a major part of the State of Utah and, 
to a lesser extent, in portions of Idaho and Wyoming. The 
Western Colorado Power Company (“Western”), a sub- 
sidiary company of Utah, operates an electric utility system 
entirely within the State of Colorado. As of August 31, 
1973, Utah had consolidated assets of $643,107,000 and 
operating revenues of $130,532,000 for the twelve months 
then ended. As of the same date, Western had total assets 
of $21,573,000 and total revenues of $5,124,000 for the 
twelve months ended. Western’s long-term debt, then 
amounting to $5,875,000, and all of its outstanding com- 
mon stock are owned by Utah. 


Utah proposes to acquire all of Western’s assets, assume all 
of its liabilities and cancel the outstanding indebtedness 
owed by Western to Utah in exchange for Western’s stock. 
Thereafter Utah will operate Western as a division of the 
Utah system. Utah requests that, upon consummation of 
the proposed transactions, an order be issued under Section 
5(d) of the Act declaring that Utah has ceased to be a 
holding company and that its registration as such under the 
Act be terminated. 


At present, Utah’s transmission lines are not directly inter- (6 





in 


(6 


connected with those of the Western system. Utah has 
executed a long-term contract with the United States Bureau 
of Reclamation and the Public Service Company of New 
Mexico, an unaffiliated company, whereby they have agreed 
to transmit Utah’s power to Western via their transmission 
lines. The agreements do not permit Western to send its 
power, when available, to Utah. At the present time, it 
appears that Utah has no concrete plans to construct the 
communication facilities in order to link Western to the 
same control center which presently governs the generation, 
transmission and distribution of electricity on the Utah 
system. 


The application-declaration represents that the Federal 
Power Commission has jurisdiction over the transfer of 
Western’s utility licenses to Utah, and that the public 
utilities commissions of Colorado, Idaho, Utah and Wyo- 
ming have issued appropriate orders in respect to these 
transactions. The order issued by the Public Service Com- 
mission of Utah approved the merger of Western into Utah. 
The order of the Public Utilities Commission of Colorado 
expressly authorized Utah to acquire all assets and obli- 
gations of Western. 


It appears to the Commission that it is appropriate to insti- 
tute a proceeding to determine whether the Utah holding- 
company system complies with the standards set forth in 
Section 11(b) (1), particularly whether the Utah and 
Western utility properties constitute an integrated public- 
utility system; that it is in the public interest and in the 
interest of consumers and investors for a public hearing to 
be held in respect to the foregoing; and that the application- 
declaration also presents questions as to the status of the 
Utah holding-company system under Section 11(b) (1) of 
the Act, making it appropriate to consolidate these matters 
within a single proceeding: 


IT 1S ORDERED that a proceeding be, and it hereby is, 
instituted with respect to Utah and its subsidiary company, 
Western, pursuant to Section 11(b) (1) of the Act. 


IT IS FURTHER ORDERED that a hearing be held in res- 
pect to Utah’s application-declaration; that the hearing 
thereon be consolidated with the proceeding ordered here- 
in under Section 11(b) (1) of the Act; and that the hearing 
commence on January 7, 1974, or such later date as may be 
designated by the hearing officer, at 10:00 A. M. at the 
office of the Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549 in such 
room as may be designated by the hearing room clerk. 


The Division of Corporate Regulation of the Commission 
having advised the Commission that it has made a pre- 
liminary examination of the application-declaration and of 
the operations of Utah and Western and that, upon the 
basis thereof, the following matters and questions are pre- 
sented for consideration, without prejudice, however, to 
the presentation of additional matters and questions upon 
further examination: 


1. Whether the facilities of Utah and Western constitute an 
integrated public-utility system under Section 11(b) (1), 
and particularly whether their electric properties are 
physically interconnected or capable of physical inter- 
connection and which under normal conditions may be 


economically operated as a single interconnected and 
coordinated system within the meaning of Section 2(a) 
(29) (A) of the Act. 


2. Whether‘the electric facilities of Western may be re- 
tained by Utah as an additional system under the pro- 
visions of Section 11(b) (1). 


3. What conditions, if any, should be imposed if the pro- 
posed transactions are approved. 


4. Whether, upon consummating the proposed transactions, 
an unconditional order should issue under Section 5(d) 
declaring Utah to be no longer a holding company and 
terminating its registration as such under the Act. 


5. Generally, whether the proposed transactions are in all 
other respects compatible with the provisions and 
standards of the Act and the Rules promulgceted there- 
under. 


IT IS FURTHER ORDERED that at said hearing evidence 
shall be adduced with respect to the foregoing matters and 
questions. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to separate, in whole or in part, either 
for hearing or for disposition, any issues or questions which 
may arise in these proceedings and to take such other 
action as may appear conducive to an orderly, prompt and 
economical disposition of the matters involved. 


IT :S FURTHER ORDERED that an Administrative Law 
Judge, hereinafter to be designated, shall preside at said 
hearing. The officer so designated is hereby authorized to 

vcise all powers granted to the Commission under Sec- 
1.07 18(c) of the Act and to a hearing officer under the 
Commission's Rules of Practice. 


iT 1S FURTHER ORDERED THAT any person, other 

than applicant-declarant, desiring to be heard in these con- 
solidated proceedings or proposing to intervene therein shall 
file with the Secretary of the Commission, on or before 
January 3, 1974, a written request relative thereto as pro- 
vided in Rule 9 of the Commission’s Rules of Practice. A 
copy of such request should be served personally or by mail 
{air mail if the person being served is located more than 

500 miles from the point of mailing) upon the applicant- 
declarant at the above stated address, and proof of service 
(by affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. Persons filing an appli- 
cation to participate or be heard will receive notice of any 
adjournment of the hearing as well as other actions of the 
Commission involving the subject matter of these proceed- 
ings. 


IT iS FURTHER ORDERED that the Secretary of the 
Commission shall give notice of the aforementioned hear- 
ing by mailing copies of this Order by certified mail to the 
Federal Power Commission, the Public Utilities Com- 
mission of Colorado and the Public Service Commission of 
Utah and that notice to all other interested persons shall be 
given by the general release of the Commission and by 
publication of this Notice and Order in the Federal Register. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 
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See Securities Act Release No. 5441/November 28, 1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18191/November 28, 1973 


In the Matter of 


MICHIGAN POWER COMPANY 

AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 

New York, New York 10004 

(70-4538) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING ISSUE AND SALE OF NOTES TO BANKS 
BY SUBSIDIARY COMPANY AND OPEN ACCOUNT 
ADVANCES BY HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. ("AEP"), a registered hoiding com- 
pany, and its public-utility subsidiary company, Michigan 
Power Company (“MPC”), have filed with this Commission, 
pursuant to Sections 6(a), 7, and 12(b) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 45 pro- 
mulgated thereunder, an eighth post-effective amendment 
to the declaration in this matter. All interested persons are 
referred to the declaration as now amended, which is sum- 
marized below, for a complete statement of the proposed 
transactions. 


In prior orders in this proceeding, MPC has been authorized 
to make borrowings from time to time prior to December 
31, 1973, from the National Bank of Detroit (“National”) 
and the First National Bank of Canton (“Canton”) in an 
aggregate amount not to exceed $4,000,000 outstanding at 
any one time. The maximum amounts of such borrowings 
outstanding at any one time are to be $4,000,000 from 
National and $1,250,000 from Canton; however, in no 
event is the aggregate amount of such borrowings to exceed 
$4,000,000 outstanding at any one time. The Commission 
has also authorized AEP to make open account advances to 
MPC of up to $12,000,000 outstanding at any one time. 
Such advances are to be repaid on or before December 31, 
1974, provided that advances would not be repaid before 
the preferred stock of MPC was retired (Holding Company 
Act Release Nos. 15872 (October 10, 1967), 16051 (May 
2, 1968), 16383 (May 26, 1969), 16559 (December 16, 
1969), 16880 (October 28, 1970), 17405 (December 21, 
1971), 17508 (March 23, 1972), and 17783 (November 
29, 1972)). 
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The eighth post-effective amendment requests authoriza- 
tion for an extension from December 31, 1973, to Dec- 
ember 31, 1974, of the time in which MPC may have its (| ' 
notes to National and Canton outstanding and of the time 
for repayment of the open account advances from AEP, 
provided that the advances will not be repaid before the 
preferred stock of MPC has been retired. It is also re- } 
quested that the maximum amount to be borrowed from 
Canton be increased from $1,250,000 to $1,400,000. 


The proposed notes to National and Canton will not exceed 
$4,000,000 outstanding at any one time, will be dated as 

of the date of the borrowing, and will mature in not more 

than 270 days from the date of issuance or reissuance there- 

of, but in no event after December 31, 1974. The notes 

will bear interest at a rate per annum equal to the prime 
credit rate in effect from time to time at the lending bank 
and will be prepayable, in whole or in part, at any time by 
MPC, without premium or penalty. It is stated that suffi- 
cient bank balances to meet operating and financial needs 
are generally kept at National and Canton, so that no 
additional balances will, generally, be required in connec- 
tion with the borrowings. If the average of such balances 
were maintained solely in order to fulfill prevailing com- 
pensating balance requirements, approximately 20%, the 
effective interest cost to MPC of the issuance and sale of 
the notes would be approximately 11.88% based on a 
general prime commercial credit rate of 9-%%. 





The proceeds from the notes to National and Canton and 

the open-account advances are required by MPC in con- 

nection with its construction program, which for the year 

1974 is expected to amount to approximately $5,000,000, 

to pay bank loans the proceeds of which were used in con- hha 
nection with past expenditures in connection with MPC’s t 
construction program, and for other corporate purposes. 
MPC states that the open-account advances wil! be repaid 
with a portion of the proceeds to be realized by MPC in 
connection with the divestment by MPC of its gas assets and 
that the bank loans will be repaid from internal cash sources 
or the issuance of such securities by MPC as the Com- 
mission may authorize. 


No fees or commissions are to be incurred in connection 
with the proposed transactions, and no state commission 
or federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 

may, not later than December 26, 1973, request in writing 

that a hearing be held on such matter, stating the nature of 

his interest, the reasons for such request, and the issues of ) 
fact or law raised by said post-effective amendment to the 
declaration which he desires to controvert; or he may re- 
quest that he be notified if the Commission should order 

a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 

is located more than 500 miles from the point of mailing) 
upon the declarants at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the declaration, as now amended or as it 
may be further amended, may be permitted to become 












\ 
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effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18192/November 28, 1973 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 
LYNN GAS COMPANY 

MASSACHUSETTS ELECTRIC COMPANY 
MYSTIC VALLEY GAS COMPANY 

THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NORTH SHORE GAS COMPANY 

Westborough, Massachusetts 

(70-5281) 


SUPPLEMENTAL ORDER AUTHORIZING AN IN- 
CREASE IN SHORT-TERM BORROWING LIMITS 


New England Electric System ("NEES"), a registered hold- 
ing company, and the above-named subsidiary companies, 
have filed with this Commission a second post-effective 
amendment to the amended application-declaration hereto- 
fore filed in this proceeding pursuant to Sections 6(a), 7, 
9(a), 10 and 12(c) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 42 promulgated thereunder 
as applicable to the following proposed transactions. 


By orders dated January 3, 1973 (Holding Company Act 
Release No. 17836) and September 13, 1973 (Holding Com- 
pany Act Release No. 18094), the Commission authorized 
Lawrence Gas Company (“Lawrence”), Lynn Gas Company 
("Lynn”), Mystic Valley Gas Company ("Mystic Valley”) 
and North Shore Gas Company ("North Shore”) and 

certain other NEES subsidiary companies to issue from 

time to time through December 31, 1973, unsecured short- 
term promissory notes to banks, to dealers in commercial 
paper and to NEES and/or Massachusetts Gas System ("Mass 
Gas”), a NEES subsidiary holding company. NEES sub- 
sequently sold Lawrence and liquidated Mass Gas in order 

to simplify its holding company system. Holding Company 
Act Release Nos. 18133 (October 25, 1973) and 18149 
(October 31, 1973). 


Applicants now request that the Commission's above-des- 
cribed order, as amended, be amended again to permit 
Lynn, Mystic Valley, and North Shore to increase the 


amounts of borrowings presently authorized to be out- 
standing at any one time through December 31, 1973. At 
present Lynn is authorized to have outstanding at any one 
time a maximum of short-term debt owed to banks of 
$7,350,000; Mystic Valley $18,300,000 and North Shore 
$7,300,000. The post-effective amendment proposes to 
increase these amounts outstanding at any one time to 
$8,500,000, $19,000,000 and $8,000,000, respectively. 
The request for an authorization for Lawrence has been 
withdrawn due to the above-mentioned sale. In all other 
respects the transactions remain unchanged. The appli- 
cants represent that there will be no additional fees or 
expenses incurred as a result of the proposed transactions. 


Due notice of the filing of said post-effective amendment to 
the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (Hold- 

ing Company Act Release No. 18154), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the inter- 
est of investors and consumers that said application-decla- 
ration, as amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended by said post-effective amendment, be, 
and it hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions prescribed 
in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18193/November 29, 1973 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 
(70-5417) 


ORDER AUTHORIZING AMENDMENT OF MORTGAGE 
AND DEED OF TRUST AND SOLICITATION OF BOND- 
HOLDERS’ CONSENT 


Mississippi Power and Light Company ("Mississippi”), an 
electric utility subsidiary company of Middle South Utili- 
ties , Inc., a registered holding company, has filed a decla- 
ration and an amendment thereto with this Commission 
pursuant to Sections 6(a) (2), 7, and 12(e) of the Public 
Utility Holding Company Act of 1935 ("Act”) and Rules 
62 and 65 promulgated thereunder regarding the following 
proposed transactions. 
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Mississippi proposes to amend its Mortgage and Deed of 
Trust dated as of September 1, 1944, as heretofore supple- 
mented and amended (“Indenture”) to Irving Trust Com- 
pany, et a/., as trustees. The proposed amendment to the 
Indenture would remove from Sections 20 and 126 thereof 
the fixed ceiling limitation which presently limits the aggre- 
gate principal amount of first mortgage bonds issued there- 
under to $250 million at any one time. No change is pro- 
posed in any of the other provisions of the Indenture re- 
lating to or restricting the issue of such bonds. 


The declaration, as amended, states that, at the present 

time, Mississippi has outstanding $219,998,000 aggregate 
principal amount of first mortgage bonds; that it is anti- 
cipated that the capital requirements of Mississippi within 
the next two years will cause such Indenture ceiling to be 
reached; and that the proposed amendment to the indenture 
will permit the issuance of additional bonds to finance future 
capital expenditures. 


The proposed amendment of the Indenture will require the 
affirmative vote of holders of at least 70% in principal 
amount of Mississippi's outstanding first mortgage bonds. 
Mississippi, therefore, proposes to call a meeting of its 
bondholders, to be held on or about February 20, 1974, 
and to submit the proposed amendments to the Indenture 
for adoption. Mississippi proposes the solicitation of such 
consents by mail, by officers, directors, and employees of 
Mississippi, by Georgeson and Company, and by White, 
Weld and Co., Inc. Mississippi also proposes to call a special 
meeting of its common and preferred stockholders, to be 
held on or about January 29, 1974, and at such meeting 
submit the foregoing proposal for their adoption. The 
declaration states, however, that since Middle South Utili- 
ties, as the owner of 100% of Mississippi’s common stock, 
intends to vote such shares in favor of the proposed amend- 
ments, such a vote would necessarily constitute the re- 
quired approval of the holders of a majority of all of the 
outstanding shares of Mississippi's common and preferred 
stock. Consequently, no proxies will be solicited from 
Mississippi stockholders in connection with this special stock- 
holders’ meeting, although an information statement with 
respect to the matters to be acted upon at such meeting will 
be supplied to the holders of the preferred stock in com- 
pliance with Section 14(c) of the Securities Exchange Act 
of 1934. 


The declaration, as amended, further states that no State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration, as amended, 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release No. 
18153), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
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amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pres- 
cribed in Rule 24 promulgated under the Act. 





For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18194/November 30, 1973 


in the Matter of 


NORTHEAST UTILITIES 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


THE ROCKY RIVER REALTY COMPANY 

Selden Street 

Berlin, Connecticut 06037 } 
(70-5426) 


NOTICE OF PROPOSED ISSUE AND SALE OF SUB- 
ORDINATED UNSECURED NOTES BY NON-UTILITY 
SUBSIDIARY TO PARENT HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(“Northeast”), a registered holding company, and The 
Rocky River Realty Company ("Rocky River”), a non- i '] 
utility subsidiary of Northeast, have filed an application- . 
declaration with this Commission pursuant to the Public 

Utility Holding Company Act of 1935 ("Act”), desig- 

nating Sections 6, 7, 9, 10, and 12(b) of the Act and Rules 

43, 45(b) (1) and 50(a) (3) promulgated thereunder as 
applicable to the proposed transactions. All interested 

persons are referred to the application-declaration, which 

is summarized below, for a complete statement of the pro- 
posed transactions. 


The Commission has by order dated September 25, 1973, 
authorized Rocky River to purchase 24 acres of improved 
realty in Newington, Connecticut, and to lease it to North- 

east Utilities Service Company (Holding Company Act Re- | 
least No. 18102). As a part of the purchase negotiations, 
Rocky River represented to the sellers that the purchase 

money note for $441,962.67 delivered by Rocky River 

would be paid at maturity out of funds borrowed from 
Northeast. 


In order to pay the aforesaid purchase money note, which 
matures January 2, 1974, and, additionally, to provide 
Rocky River with funds for capital expenditures over the 
next five years in connection with the acquired facilities, 
Rocky river now proposes to issue and sell, and Northeast 
proposes to purchase, five year subordinated unsecured 
notes (“Notes”) in an aggregate amount not to exceed 
$1.5 million outstanding at any one time. 


Said Notes will mature five years from the date of original 
issue, will bear interest at a rate of one-quarter of one per- 









cent (%%) above the commercial bank prime rate for short- 
term loans in effect on the date of issue, and adjusted 
thereafter to reflect any changes thereto, will be prepayable 
at any time without penalty, and will be subordinated to 
Rocky River's outstanding first mortgage bonds, to its 
30-year unsecured notes and to any other outstanding bor- 
rowings from persons other than Northeast and its sub- 
sidiaries. The application-declaration states that the Notes 
will be repaid within five years from the proceeds of long- 
term financing, the nature and amount of which has not 
been determined. 


It is stated that no fees, commissions or expenses have been 
incurred or will be incurred in connection with the proposed 
transactions apart from incidental costs of approximately 


‘$500 for services performed at cost by Northeast Utilities 


Service Company. It is further stated that no State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 26, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. Acopy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants-decla- 
rants at the above stated addresses, and proof of service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become ef- 
fective as provided in Rule 23 of the Generai Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18195/November 30, 1973 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 07960 
(70-5414) 


. ] ORDER AUTHORIZING ISSUE AND SALE OF FIRST 


MORTGAGE BONDS AT COMPETITIVE BIDDING 


Jersey Central Power & Light Company (“Jersey Central”), 
an electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, has 
filed an application and an amendment thereto with this 
Commission pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50 pro- 
mulgated thereunder regarding the following proposed 
transaction. 


Jersey Central proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 

Act, $30,000,000 principal amount of First Mortgage 
Bonds, % Series due 2003. The interest rate (which 
will be a multiple of 1/8 of 1%) and the price (which will 

be not less than 100% nor more than 102. 75% of the 
principal amount thereof plus accrued interest from De- 
cember 1, 1973 to the date of delivery) will be determined 
by competitive bidding. The bonds will be issued under 
Indenture, dated as of March i, 1946, of Jersey Central to 
First National City Bank (formerly City Bank Farmers Trust 
Company), Trustee, as heretofore supplemented and amend- 
ed by a Twenty-fourth Supplemental Indenture to be dated 
as of December 1, 1973, and which includes, with certain 
exceptions, a prohibition until December 1, 1978 against 
refunding the issue with proceeds of funds borrowed at a 
lower effective interest cost. 


The entire proceeds, excluding premium and accrued inter- 
est, realized from the sale of the new bonds ($30,000,000) 
will be applied to the retirement at maturity of $9,000,000 
principal amount of New Jersey Power & Light Company 
First Mortgage Bonds, 3% Series due March 1, 1974 and 
the anticipated payment of a portion of Jersey Central's 
$46,000,000 principal amount of short-term bank loans 
expected to be outstanding at the date of the sale of the 
December 2003 Series Bonds or for construction purposes 
or to reimburse Jersey Central’s treasury for funds previous 
ly expended therefrom for such purposes. The estimated 
cost of Jersey Central’s 1973 construction program is 
approximately $195,000,000. 


The fees and expenses to be paid by Jersey Central in 
connection with the issue and sale of bonds are estimated 
to total $110,000, including legal fees of $27,000. The 
fees and expenses of counsel for the underwriters are esti- 
mated to be $15,625 and will be paid by the successful 
bidders. 


The issuance and sale of the bonds by Jersey Central has 
been authorized by the Board of Public Utility Commission- 
ers of New Jersey. No other state commission and no 
federal commission, other than this Comrnission, has juris- 
diction over the proposed transaction. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 

the Act (Holding Company Act Release No. 18141), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the Acts in the record, it is here- 
by found that the applicable standards of the Act and rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
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application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith 
subject to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18196/November 30, 1973 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P. O. Box 2333 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
P. O. Box 1111, 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
36 Main Street, 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
85 North Main Street 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
P. O. Box 391 

Fall River, Massachusetts 02722 
(70-5430) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
BY HOLDING COMPANY AND SUBSIDIARY COM- 
PANIES TO BANKS AND OPEN ACCOUNT ADVANCES 
BY HOLDING COMPANY TO SUBSIDIARY COMPAN- 
IES 


NOTICE IS HEREBY GIVEN that Eastern Utilities Asso- 
ciates ("EUA”), a registered holding company, and its four 
electric utility subsidiary companies, Blackstone Valley 
Electric Company ("Blackstone”), Brockton Edison Com- 
pany (“Brockton”), Fall River Electric Light Company 
("Fall River”), and Montaup Electric Company (“Mon- 
taup”), have filed a declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
("Act"), designating Sections 6(a), 7, 12(b), 12(c), and 
12(f) of the Act and Rule 45(a) promulgated thereunder 
as applicable to the proposed transactions. All interested 
persons are referred to the declaration, which is summari- 
zed below, for a complete statement of the proposed trans- 
actions. 


During the period ending December 31, 1974, EUA, Black- 
stone, Brockton, Fall River, and Montaup propose to issue 
and sell short-term, unsecured promissory notes to banks, 
and in the cases of Blackstone, Brockton, and Fall River 
to also receive open-account advances from EUA, in the 
maximum aggregate amounts to be outstanding at any one 
time as shown below: 


(Thousands of Dollars) 


BLACKSTONE 


BROCKTON FALL RIVER MONTAUP 





The Chase Manhattan Bank 
(N.A.), New York, N.Y. $20,000 $ 1,000 

Industrial National Bank of 
Rhode Island, Providence, 
7 th 1,200 

Rhode Island Hospital Trust 
National Bank, Providence, 
R. |. 1,200 

The First National Bank of 
Boston, Mass. $10,300 

State Street Bank and Trust 
Company, Boston, Mass 


The National Shawmut 
Bank of Boston, Mass. 


Plymouth-Home National 
Bank, Brockton, Mass. 
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$ 1,500 $ 2,000 $ 5,000 


1,500 1,800 18,600 


2,000 5,000 


2,150 7,000 


750 





iy 





ne 
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(Thousands of Dollars) 


























EUA BLACKSTONE BROCKTON FALL RIVER MON TAUP 

First County National Bank, 

Brockton, Mass. 400 
B.M.C. Durfee Trust Company, 

Fall River, Mass. 700 
Fall River Trust Company, 

Fall River, Mass. 700 
Fall River National Bank, 

Fall River, Mass. 350 
Total from banks $30,300 $ 3,400 $ 8,300 $ 5,550 $35,600 
From EVA $26,100 $ 5,300 $ 1,700 
Maximum amount of ag- 

gregate short-term 

borrowings from banks 

and advances from EUA 

to be outstanding at 

any one time $30,300 $29,500 $13,600 $ 7,250 $35,600 


It is proposed that the borrowings of any company from 
any particular bank may at times be increased to twice the 
amount shown above in respect of that bank, provided that 
the aggregate bank borrowings of that company shall at no 
time exceed its total amount of bank borrowings set forth 
above. 


The notes to banks will be dated as of the date of issuance, 
will mature no later than December 31, 1974, and will be 
prepayable in whole or in part without penalty. It is repre- 
sented that some of the lending banks will require com- 
pensating balances and that others will not. With respect 
to notes for which compensating balances are required, the 
notes will bear interest at not in excess of the prime rate 
(or, in some cases, not in excess of the lowest ” floating” 
rate ) charged by the lending bank on the date of issuance. 
Assuming a 15% compensating balance and a prime rate 

of 9-%2% per annum, the effective interest cost on such 
notes would be 11.176% per annum. Notes as to which no 
compensating balances are required will bear interest at 

the lending bank’s prime rate plus an adjustment equivalent 
to an imputed 15% compensating balance requirement. 
Such adjusted interest rate would be 11.176% per annum, 
assuming a prime or “floating” rate of 9-%2%. 


The advances by EUA to Blackstone and Brockton will be 
subordinated to the rights of the preferred stockholders of 
Blackstone and Brockton, respectively, to receive dividends 
and liquidation payments if, and so long as, (a) preferred 
stock dividends are in arrears (or in the event of liquidation, 
the liquidation rights of preferred stockholders have not 
been satisfied) and (b) the sum of the advances from EUA, 
the notes payable to banks and all other securities repre- 
senting unsecured debt, maturing in less than 10 years, ex- 


 ] ceeds 10% of the company’s secured debt, capital stocks, 


premium, and surplus. The advances will bear interest pay- 
able on April 1, 1974, July 1, 1974, October 1, 1974, and 
December 31, 1974, at theprime or lowest " floating” rate 

in effect at The First National Bank of Boston or The Chase 
Manhattan Bank, N. A. (“Chase”) (depending on which 
bank loaned EUA the funds being advanced) on those res- 
pective dates. To the extent advances have been made 
hereunder from the proceeds of issuance by EUA of its 
five-year unsecured promissory notes to Chase (Holding 
Company Act Release No. 17085), such advances shall bear 
interest payable at the rate incurred by EUA on the five- 
year note. Since Blackstone, Brockton and Fall River are 
to maintain a 15% compensating balance with Chase with 
regard to EUA’s borrowings under said note, the effective 
interest cost for the open account advances from the note 
proceeds would be 12.353% per annum, assuming a prime 
or “floating” rate of 9-%2%. 


It is stated that the proceeds from the proposed notes and 
advances will be used to meet cash requirements for con- 
struction, to provide funds for compensating balances with 
lending banks through December 31, 1974, and to pay 
outstanding short-term loans. On January 2, 1974, Black- 
stone, Brockton, Fall River and Montaup expect to have 
outstanding short-term loans of $26,100,000 (including 
$22,700,000 advance from EUA to Blackstone), 
$9,000,000 (including $2,700,000 advance from EUA to 
Brockton), $5,950,000 (including $1,700,000 advance from 
EUA to Fall River) and $9,100,000, respectively. 


Blackstone, Brockton, or Fall River may prepay its notes 
to banks, in whole or in part, by the use of an advance 
from EUA, or may repay an advance from EUA with the 
proceeds of notes issued to banks. If the interest rate on a 
note issued to a bank for the purpose of obtaining funds to 


SEC DOCKET/135 








repay an advance from EUA shall exceed the rate on the 
advance being repaid, EUA shall reimburse or credit Black- 
stone, Brockton, or Fall River, as the case may be, for the 
added interest required for the term of the note so issued. 


In the event of any permanent financing by any of the bor- 
rowing companies (with the exception of permanent fin- 
ancing by EUA the proceeds of which are applied to the 
payment or prepayment of its five-year note), the net cash 
proceeds therefrom will be applied to the payment of its 
short-term note indebtedness or advances from EUA then 
outstanding, and the maximum amount of short-term note 
indebtedness and advances to be outstanding at any one 
time, as proposed herein, will be reduced bv the amount of 
the proceeds of such permanent financing. 


The declaration states that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. The fees and 
expenses to be incurred in connection with the proposed 
transactions are to be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 26, 1973, request in writing 
that a hearing be held in respect of such matter, stating the 
nature of his interest, the reasons for such request, and the 
issues of fact or law raised by the declaration which he 
desires to controvert; or he may request that he be notified 
should the Commission order a hearing in respect thereof. 
Any such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by mail 
(air mail if the person being served is located more than 

500 miles from the point of mailing) upon the declarants 

at the above-stated addresses, and proof or service(by affi- 
davit, or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as it may be amended, may be granted 
and permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is order- 
ed will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18197/November 30, 1973 


In the Matter of 
NEW ENGLAND ELECTRIC SYSTEM 


GRANITE STATE ELECTRIC COMPANY 
LYNN GAS COMPANY 
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MASSACHUSETTS ELECTRIC COMPANY 
MYSTIC VALLEY GAS COMPANY 

THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NORTH SHORE GAS COMPANY 

20 Turnpike Road 

Westborough, Massachusetts 01581 

(70-5281) 


NOTICE OF THIRD POST-EFFECTIVE AMENDMENT 
PROPOSING TO EXTEND THE TIME IN WHICH TO 
MAKE SHORT-TERM BORROWINGS AND TO IN- 
CREASE SHORT-TERM BORROWING LIMITS 


NOTICE IS HEREBY GIVEN that New England Electric 
System ("NEES"), a registered holding company, and the 
above-named subsidiary companies, have filed with this 
Commission a third post-effective amendment to the 
amended application-declaration heretofore filed in this 
proceeding pursuant to Sections 6(a), 7, 9(a), 10 and 12(c) 
of the Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 42 promulgated thereunder. All interested per- 
sons are referred to the application-declaration, as hereto- 
fore amended and as it is now further amended, summarized 
below, for a complete statement of the proposed trans- 
actions. 


By orders dated January 3, September 13 and November 
28, 1973 (Holding Company Act Release Nos. 17836, 
18094 and 18192), the Commission authorized the above- 
named NEES subsidiary companies to issue from time to 
time through December 31, 1973, unsecured short-term pro- 
missory notes to banks, to dealers in commercial paper and 
to NEES. 


Applicants now request that the Commission's above-de- 
scribed orders be further amended to permit the applicant 
NEES subsidiary companies, so listed to extend their short- 
term borrowing limits from December 31, 1973, through 
March 31, 1974. It is also requested that the borrowing 
authority for Mystic Valley Gas Company ("Mystic Valley”), 
be increased from $19,000,000 to $24,500,000. Mystic 
Valley has $5,500,000 of its first mortgage bonds due on 
February 1, 1974, which it intends to refinance with short- 
term borrowings. 


In all other respects the transactions remain unchanged. 
The applicants represent that there will be no additional 
fees or expenses incurred as a result of the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 27, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
application-declaration which he desires to controvert; or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the applicants-declarants at the 
above-stated address, and proof of service (by affidavit or, 










~ 








in case of an attorney-at-law, by certificate) should be 

filed with the request. At any time after said date, the 
application-declaration, as amended by the post-effective 
amendment, may be granted and permitted to become ef- 
fective in the manner provided by Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request or 
advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18198/November 30, 1973 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5253) 


NOTICE OF POST-EFFECTIVE AMENDMENT PRO- 
POSING EXTENSION OF TIME WITHIN WHICH HOLD- 
ING COMPANY MAY ISSUE AND SELL SHORT-TERM 
NOTES TO BANKS AND TO DEALERS IN COM- 
MERCIAL PAPER 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, has filed 
with this Commission a post-effective amendment to the 
amended application-declaration heretofore filed in this 
proceeding pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 ("Act”) and Rule 
50(a) (5) promulgated thereunder. All interested persons 
are referred to the application-declaration, as heretofore 
amended and it is now further amended, summarized below, 
for a complete statement of the proposed transactions. 


By order dated November 14, 1972 (Holding Company Act 
Release No. 17760), the Commission authorized NEES to 
issue and sell, from time to time prior to December 31, 
1973, short-term notes in the form of commercial paper 
and notes to banks, in an aggregate amount not exceeding 
$30,000,000 at any one time outstanding. NEES intends 
to repay said notes using the proceeds from the sale of its 
remaining subsidiary gas utility companies, the sales of 


which were authorized by orders of the Commission in Hold- 


ing Company Act Release Nos. 18133 (October 25, 1973) 
and 18149 (October 31, 1973). NEES represents that the 
consummation of the sale of its remaining three gas com- 
panies may not take place prior to December 31, 1973. 
Consequently, NEES requests that the authorization to 
issue and sell short-term promissory notes be extended 


‘| r through June 30, 1974. NEES states that in all other re- 


spects the transactions will remain unchanged. There will 
be no additional fees or expenses incurred. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 27, 1973, request in writing 
that a hearing be held on such matter, stating the nature 

of his interest, the reasons for such request, and the issues 
of fact or law raised by said post-effective amendment to 
the application-declaration which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. Acopy of such request 
should be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the applicant-declarant at the above 
stated address, and proof of service (by affidavit or, in 

case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the appli- 
cation-declaration, as amended by the post-effective amend- 
ment, may be granted and permitted to become effective 
in the manner provided by Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18199/November 30, 1973 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 
(70-5428) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 
Company ("Met-Ed”), an electric utility subsidiary com- 
pany of General Public Utilities Corporation, a registered 
holding company, has filed an application with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 ("Act”), designating Section 6(b) thereof as 
applicable to the proposed transactions. All interested per- 
sons are referred to the application, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


Met-Ed requests that, for the period commencing on Jan- 
uary 1, 1974, and ending December 31, 1974, the ex- 
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emption from the provisions of Section 6(a) of the Act 
afforded to it by the first sentence of Section 6(b) thereof 
relating to the issue and sale of short-term notes to be 
increased above the 5% limitation to permit Met-Ed to issue 
and sell to banks up to $65,000,000 of short-term notes to 
be outstanding at any one time. As of September 30, 1973, 
such amount of short-term debt would have represented 
8.9% of the principal amount and par value of the other 
securities of Met-Ed then outstanding. It is stated that 
Met-Ed had $29,850,000 principal amount of its short-term 
notes outstanding at November 15, 1973. 


The new notes will bear interest at the prime rate in effect 
for commercial borrowings at the lending banks, will mature 
not later than nine months from the date of issue, and will 
be prepayable at any time without premium. Although no 
commitments or agreements for such borrowings have been 
made, if this application is granted by the Commission, 
Met-Ed expects that, as and to the extent that its cash needs 
require, borrowings will be effected from among a group 

of thirty-six banks, the names of which and the maximum 
amounts to be borrowed from each are listed in the filing. 

It is stated that Met-Ed will be required to maintain com- 
pensating balances with each of the banks of approximately 
10% of the line of credit or 20% of the borrowings, which- 
ever is higher. Assuming a 9-%% prime rate and a 20% 
compensating balance, the effective interest cost for such 
loans would be 11.88%. 


It is stated that Met-Ed proposes to utilize the proceeds of 
the proposed borrowings to provide funds for its short- 
term working capital requirements, including repayment of 
other short-term borrowings, and to provide, in the gaps 
between permanent financings, a temporary source of funds 
for construction expenditures. 


The application states that Met-Ed’s expenses incident to 
the proposed issuance of notes will be approximately 
$7,500, including legal fees of $5,000, and that no state 
commission or federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 27, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Acopy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the appli- 
cation, as filed or as it may be amended, may be granted as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
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ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 











INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8099/November 26, 1973 


In the Matter of 


DEAN WITTER & CO. INCORPORATED 
45 Montgomery Street 

San Francisco, California 94106 
(812-3534) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) OF 
THE ACT TO THE EXTENT THAT IT ADOPTS SEC- 
TION 16 OF THE SECURITIES EXCHANGE ACT OF 
1934 


Dean Witter & Co. Incorporated ("Applicant”), a registered 
broker-dealer and one of the prospective representatives 
("Representatives”) of a group of underwriters (“"Under- 
writers”) to be formed in connection with a proposed pub- 
lic offering of shares of Common Stock of Golden Gate In- 
come Securities, Inc. (“Corporation”), a new closed-end 
diversified management investment company recently regis- 
tered under the Investment Company Act of 1940 ("Act”), 
has filed on behalf of itself, that other Representatives and 
the Underwriters, an application pursuant to Section 6(c) 
of the Act for an order exempting the Underwriters, in- 
cluding Applicant and the other Representatives, in con- 
nection with their transactions incident to the distribution 
of shares of the Corporation, and such transactions, from 
Section 30(f) of the Act to the extent that it adopts Sec- 
tions 16(a), (b) and (c) of the Securities Exchange of 1934 
("Exchange Act”). 


On November 1, 1973, a notice (Investment Company Act 
Release No. 8059) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 


formation stated therein unless a hearing should be ordered. 


No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


!1T IS ORDERED, pursuant to Section 6(c) of the Act, that 
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the application for exemption from Section 30(f) of the 
Act to the extent it adopts Section 16 of the Exchange Act 
be, and hereby is, granted effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8100/November 26, 1973 


In the Matter of 


TECHNO FUND, INC. 
50 West Gay Street 
Columbus, Ohio 43215 
(811-955) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 ("Act”), to declare by order upon its own 
motion that Techno Fund, Inc. ("Fund”), registered under 
the Act as a closed-end, non-diversified management invest- 
ment company, has ceased to be an investment company 

as defined in the Act. 


Fund was organized as an Ohio corporation on January 23, 
1960, and registered under the Act by filing a Notification 
of Registration on Form N-8A with the Commission on 
June 24, 1960. 


The Commission's records indicate that Fund was placed in 
receivership under the supervision of the District Court of 
the United States for the Southern District of Ohio 
(“Court”) on December 29, 1966. Pursuant thereto, Fund 
was liquidated. Its assets produced only enough funds to 
pay a part of the preferred claim of the Small Business 
Administration, and no distribution was made to share- 
holders. The receiver was discharged by the Court on De- 
cember 29, 1969. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon appli- 
cation, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, and, upon the effectiveness of such order, the regis- 
tration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 21, 1973 at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
ahearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 








Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Fund at the address set forth above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the matter will be issued as of course following 
said date unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8101/November 26, 1973 


In the Matter of 


GOLDEN GATE INCOME SECURITIES, INC. 
44 Montgomery Street 
San Francisco, California 94104 


and 


GILBERT W. FITZHUGH 

Post Office Box 1452 

Rancho Santa Fe, California 92067 
(812-3537) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM SECTION 2(a) (19) 


Golden Gate Income Securities, Inc. (“Fund”), a closed-end, 
diversified management investment company registered 
under the Investment Company Act of 1940 (“Act”), and 
Gilbert W. Fitzhugh (“Fitzhugh”) have filed an application 
for an order of the Commission pursuant to Section 6(c) 

of the Act declaring that Fitzhugh shall not be deemed an 
“interested person” of the Fund within the meaning of 
Section 2(a) (19) of the Act solely by reason of his status as 
a director of the Metropolitan Life Insurance Company. 


On November 1, 1973, a notice (Investment Company Act 
Release No. 8061) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the informa 
tidn stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
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public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT iS ORDERED pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 2(a) (19) of the Act be, and it is hereby, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8102/November 26, 1973 


In the Matter of 


GOLDEN GATE INCOME SECURITIES, INC. 
44 Montgomery Street 

San Francisco, California 94104 

(812-3532) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM SECTIONS 15(a) AND 16(a) 


Go!den Gate Income Securities, Inc. (”"Applicant”), regis- 
tered under the Investment Company Act of 1940 ("Act”) 
as a closed-end, diversified management investment com- 
pany, has filed an application pursuant to Section 6(c) of 
the Act for an order exempting Applicant from Sections 
15(a) and 16(a) of the Act to the extent necessary to per- 
mit Crocker Investment Management Corp. to serve as 


investment adviser of Applicant pursuant to a written invest- 


ment advisory contract approved by Applicant's Board of 
Directors prior to approval of such contract by a vote of 
the stockholders of Applicant; and to permit directors of 
Applicant to serve as such prior to election to such posi- 
tions by the stockholders of the Applicant; such exemp- 
tions to be effective until the meeting of stockholders to be 
held within 180 days after the effective date of the Appli- 
cant’s Form S-4 Registration Statement filed under the 
Securities Act of 1933 ("1933 Act”). 


On November 1, 1973, a notice (Investment Company 
Act Release No. 8060) was issued of the filing of said 
application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dis- 
posing of the application might be issued upon the basis of 
the information stated therein unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 
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IT 1S ORDERED pursuant to Section 6(c) of the Act that 
the application for exemption from the provisions of Sec- 
tions 15(a) and 16(a) is hereby granted; and that both () 3 
such exemptions shall remain in effect until the first meet- 

ing of Applicant's stockholders, to be held within 180 days 
after the effective date of Applicant's registration statement 
filed under the Securities Act of 1933. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8103/November 28, 1973 





In the Matter of 


TECHNIVEST FUND, INC. 
IVEST FUND, INC. 


1250 Drummers Lane 
Valley Forge, Pennsylvania 19482 


(812-3521) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM SEC- 
TION 17(a) OF THE ACT 


Technivest Fund, Inc. ("“Technivest”) and Ivest Fund, Inc. 
("Ivest”) (hereinafter collectively referred to as ” Appli- 
cants”), each of which is registered as a diversified, open- 
end management investment company under the Invest- 
ment Company Act of 1940 ("Act”), have filed an appli- 
cation pursuant to Section 17(b) of the Act for an order 
exempting from the provisions of Section 17(a) of the Act 
the proposed reorganization of Technivest whereby Ivest 
will acquire substantially all of the assets of Technivest in 
exchange for common stock of Ivest. 


On November 5, 1973, a notice (Investment Company Act 
Release No. 8072) was issued of the filing of said appli- 

cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 

the application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 

No request for a hearing has been filed and the Commission 

has not ordered a hearing. 


The matter has been considered and it has been found, on 
the basis of the information stated in the application, that 
the terms of the proposed transaction are fair and reason- 
able and do not involve overreaching on the part of any 
person concerned, and that the proposed transaction is 
consistent with the policies of each Applicant and with the 
general purposes of the Act. 


IT IS ORDERED, effective forthwith, pursuant to Section 
17(b) of the Act, that the proposed transaction as set forth | 
in the application be, and hereby is, exempted from the pro- f 
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visions of Section 17(a) of the Act. 





For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8104/November 28, 1973 


See Securities Act Release No. 5441/November 28, 1973. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8105/November 28, 1973 


In the Matter of 
MUTUAL SECURITIES FUND OF BOSTON 


JOSEPH LEONARD 
WILLIAM PRIESS 

53 State Street 
Boston, Massachusetts 
(812-3463) 


AMENDMENT OF ORDER PURSUANT TO SECTION 
6(c) GRANTING LIMITED EXEMPTION FROM SEC- 
TION 16(a) OF THE ACT. 


Mutual Securities Fund of Boston ("Fund”), a trust created 
under the laws of Massachusetts and an open-end, diversi- 
fied investment company registered under the Investment 
Company Act of 1940 ("Act”), and all of its trustees, Joseph 
Leonard and William Priess, have filed an application pur- 
suant to Section 6(c) of the Act to amend an order of the 
Commission dated August 31, 1973 (Investment Company 
Act Release No. 7968) which, among other things, granted 
a limited exemption from the provisions of Section 16(a) of 
the Act to the extent of extending to October 31, 1973, the 
period within which a meeting of the holders of the out- 
standing voting securities of Fund must be held to elect 
Trustees of Fund pursuant to the requirements of such sec- 
tion of the Act. The instant application requests that the 
Commission’s order of August 31, 1973, be amended to ex- 
tend such period from October 31, 1973 to December 31, 
1973. 


On November 1, 1973, a notice of the filing of the appli- 
cation was issued (Investment Company Act Release No. 
8058) giving interested person an opportunity to request a 
hearing and stating that an order disposing of the appli- 
cation would be issued as of course after November 26, 
1973, unless a hearing was ordered. No request for hearing 
has been filed and the Commission has not ordered a hear- 


t ing. 








The matter has been considered and it is found that the 
granting of the requested exemption is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application to amend the order dated August 31, 1973 
(Investment Company Act Release No. 7968) to change 
from October 31, 1973 to December 31, 1973 the date 
within which a meeting of the holders of the outstanding 
voting securities of Fund must be held to elect Trustees of 
Fund pursuant to the requirements of Section 16(a) of the 
Act be, and it hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8106/November 28, 1973 


In the Metter of 
SUN LIFE INSURANCE COMPANY OF AMERICA 
and 


SUN LIFE INSURANCE COMPANY OF AMERICA - 
THE SERIES INVESTMENT ACCOUNTS 


Sun Life Building 
Charles Center 
Baltimore, Maryland 21201 


(812-3455) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTIONS FROM THE PRO- 
VISIONS OF SECTIONS 15(a), 16(a), 22(d), 27(c) (2) 
and 32(a) (2) OF THE ACT 


NOTICE IS HEREBY GIVEN that Sun Life Insurance 
Company of America - The Series Investment Accounts 
(the “Separate Account”), a diversified, open-end, manage- 
ment investment company registered under the Investment 
Company Act of 1940 (the “Act”), and Sun Life Insurance 
Company of America ("Sun Life”), (hereinafter called the 
“Applicants”) have filed an application pursuant to Section 
6(c) of the Act for an order exempting Applicants, to the 
extent noted below, from the provisions of Sections 15(a), 
16(a), 22(d), 27(c) (2) and 32(a) (2) of the Act. All inter- 
ested persons are referred to the Application on file with 
the Commission for a statement of the representations con- 
tained therein which are summarized below. 


Sun Life is a stock life insurance company incorporated 


under the laws of Maryland. The Separate Account was 
established by Sun Life as a facility for issuing group and 
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individual variable annuity contracts including contracts 
which are qualified for special tax treatment under Section 
403(b) of the Internal Revenue Code. The Separate Account 
consists of six individual series each of which has its own 
investment objectives and policies. The owner of an in- 
dividual variable annuity contract and the participant in a 
group variable annuity contract which is issued pursuant to 

a tax-qualified plan have the right to determine the account 
or accounts into which part or all of the net purchase pay- 
ments made by or on behalf of such owner or participant 
will be invested and from which his annuity payments will 

be made. The group and individual contracts issued by 
Applicants are of the periodic payment type and provide for 
deferred benefits. Sun Life will serve as investment adviser 
to the Separate Account pursuant to a written contract, and 
the Rothschild Company.(” Rothschild”) will serve as sub- 
investment adviser to the Separate Account pursuant to a 
written contract between Sun Life and Rothschild. 


Sections 15{a), 16(a), and 32{a) (2) 


Sections 15(a), 16(a) and 32(a) (2), in substance, require 
shareholder approval of an investment advisory agreement, 
ihe election of directors by shareholders, and shareholder 
ratification of the selection of an independent public ac- 
countant, respectively. These requirements cannot be met 
at the inception of the Separate Account because there will 
be no contract owner and, hence. no holders of voting 
securities until after the Separate Account'’s registration 
statement under the Securities Act of 1933 becomes ef- 
fective. Therefore, Applicants request exemption from 
these provisions so that the Separate Account can operuc 
for a limited period of time until action can be taken o 
these matters by contract owners at their first anual :>2et- 
ing. Applicants state that both advisory agresmenis, the 


election of directors, and the ratification of the selection 
of an independent public accountant will be sul.;tied to 
shareholders at the first annual meeting, which Apr -ants 


undertake to hold within six months of the date th 
rate Account’s registration statement under the Sec:s:! ‘ic 
Act of 1933 becomes effective or this application is a: mted 
whichever is later. 


Section 22(d) 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
therefor shall sell any redeemable securiiy to the public 
except at the current public offering price described in the 
prospectus. 


Both the individual and group variable annuity contracts 
issued by Applicanis provide that purchase payments made 
thereunder, after deduction for sales and administrative 
expense charges, may be invested partly in one or more 
series of the Separate Account for accumulation on a vari- 
able basis and partly in the General Account of Sun Life 
for accumulation on a fixed dollar basis or entirely in one 
or more series of the Separate Account or entirely on a 
fixed dollar basis. Applicants request an exemption from 
Section 22(d) of the Act to permit contract owners of 
individual contracts and participants under group contracts 
during the pay-in period, and annuitants during the pay-out 
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period, to transfer the value of their individual accounts 
from Sun Life’s General Account to one or more of the 
series of the Separate Account without the payment of any 
sales or other charges. Transfers of funds from the Sun 
Life General Account to the Separate Account will not be 
permitted more frequently than once a year and will be 
subject to certain other requirements. Transfers from the 
General Account during an annuity pay-out period may be 
made to not more than four series of the Separate Account 
and will not be permitted more than once a year. 


Applicants request a further exemption from Section 22(d) 
to permit experience rating under its group variable annuity 
contracts. Pursuant to this provision, Applicants would 
annually determine the sales and administrative costs appli- 
cants would annually determine the sales and administra- 
tive costs applicable to each group contract. If amounts 
deducted for such expenses during that period exceed actual 
costs for the prior year, then all, a portion, or none of such 
excess may be allocated as an experience rating credit to all 
those eligible on a non-discriminatory basis. Amounts not 
so allocated will be retained by Sun Life. No additional 
charge will be made if the deductions fail to cover such 
costs. Each participant, including a retired participant 
whose purchase payments have contributed to such exper- 
ience rating credit, will be credited for that proportional 
snare of the credit to which his payments have contributed. 


Application of the credit due each participant or retired 
participant will be made, within the contract year immedia- 
tely following the period with respect to which the ex- 
perience credit was declared, in one of two ways. Credits 
will be applied either by a reduction in the amount to be 
deducted from subsequent contributions for sales and 
administrative expenses or by the crediting of a number of 
additional accumulation units or annuity units, as appli- 
cable, equal in value to the amount of the credit due. Cre- 
dits due the participants or retired participants will be 
applied without deduction of any amounts for sales or 
administrative expenses. 


Aoplicar ts request an additional exemption from Section 
22(d) tc permit a participant under a group variable annuity 
contract, as to whom contributions have ceased, to pur- 
chase an individual variable annuity contract with the value 
of his individual interest without any deduction for sales 
and administrative expenses if appropriate individual vari- 
able annuity contracts are then being issued by Sun Life. 
Such transfer will be at the option of the participant. The 
purpose of this right of transfer is to permit an individual 
whose relationship with a perticular group has terminated, 
but who desires to continue his variable annuity program 
with Sun Life, to combine amounts previously contributed 
under the group variable annuity contract with amounts to 
be contributed under an individual variable annuity con- 
tract. 


Applicants also request an exemption from Section 22(d) 
to permit an employee who is a participant in a group vari- 
able annuity contract sponsored by Applicants to transfer 
the value of his individual account, if he should become an 
employee of another employer who also has a group vari- 
able annuity contract sponsored by Applicants, to his new 
employer's group contract, subject to the consent of the 
new employer, without any deduction for sales and admin- 
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istrative expense charges. The purpose of this right is to 
permit a limited form of portability of accumulated annuity 
benefits. Applicants represent that if a participant is suc- 
cessively employed by two or more employers who happen 
to have the same type of group variable annuity contract 

in force with the Sun Life, the administration of amounts 
contributed under the several contracts is made more fea- 
sible and economical by the combination of such amounts 
under the contract of the most recent employer. Appli- 
cants further represent that it would be inappropriate and 
unfair to impose additional sales and administrative charges 
since the transaction involves only the interna! transfer 

of amounts from one contract issued by Sun Life to 
another issued by Sun Life. 


Finally, Applicants request an exemption from Section 22 
(d) to permit a beneficiary under a group or én individual 
variable annuity contract to elect to receive the death bene- 
fit under a contract in the form of one of the annuity op- 
tions set forth in the contract without any deductions for 
sales and administrative expense charges. 


Section 27(c) (2) 


Section 27(c) (2) of the Act requires that the proceeds, 
after deduction of sales load, of all payments on a periodic 
payment plan certificate issued by a registered investment 
company be deposited with a trustee or custodian having 
the qualifications prescribed by Section 26(a) (1) and be 
held by such trustee or custodian under an indenture or 
agreement containing, in substance, the provisions required 
by Section 26(a) (2) and (3) for the trust indenture of a 
unit investment trust. Section 26(a) (2) requires that the 
trustee or custodian segregate and hold in trust all securities 
and cash of the trust. It also places certain restrictions on 
charges which may be made against the trust income and 
corpus and excludes from expenses which the trustee or 
custodian may charge against the trust any payment to the 
depositor or principal underwriter other than a fee not 
exceeding such reasonable amount as the Commission may 
prescribe for performing bookkeeping and other adminis- 
trative services delegated to them by the trustee or custo- 
dian. Section 26(a) (3) governs the circumstances under 
which the trustee or custodian may resign. 


The Separate Account has entered into a custodian agree- 
ment with Mercantile-Safe Deposit and Trust Company for 
the custody of the assets of the Separate Account. Appli- 
cants request an exemption from Section 27(c) (2) to per- 
mit the following: (1) sales and administrative charges, as 
described in the prospectus, and annuity premium taxes, to 
be deducted from the proceeds of payments on variable 
annuity contracts; (2) payments of fees, as described in the 
application, out of the assets of the Separate Account to 
Sun Life for investment advisory services and for the 
mortality and expense guarantees provided for in the con- 
tract between the Separate Account and Sun Life. In sup- 
port of the requested exemptions, Applicants represent 
that all of such charges are reasonable. 


In addition, Applicants represent as follows: 


t ] (a) deductions for annuity premium taxes are made pur- 


suant to applicable state law and are remitted by Sun Life 
to the appropriate state authority and do not inure to the 
benefit of Applicants; 


(b) an allocation between sales expenses and administra- 
tive expenses is not practical for the reason that it is not 
feasible to delineate whether a particular expense is a sales 
expense or an administrative expense; 


{c) the combined sales and administrative charges - 5% 
for group contracts and 7 - %% for individual contracts - 
are within the percentage limitation on sales charges set 
forth in Section 27(a) (1) of the 1940 Act; 


(d) the payment of an investment advisory fee of % of 
1% of net asset value and of charges of .15% for expense 
guarantees and .85% for mortality guarantees are within 

the range of corresponding charges made by other com- 
panies in the industry, and are subject to regulation by the 
Maryland Insurance Department which limits the maximum 
asset deduction which an insurer may make to provide for 
such payments to 1.5% per annum; and 


(e) the advisory fee is within the standard industry range 
for providing such services. 


Applicants consent that the request for exemption may be 
made subject to the condition that the payment of sums 
and charges out of the assets of the Separate Account shall 
not be deemed to be exempted from regulation by the 
Commission by reason of the granting of the request for ex- 
emption and that the order of exemption may be revoked 
upon due notice and opportunity for hearing. 


Section 6(c) authorizes the Commission to exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from the provisions of 
the Act and Rules promulgated thereunder if and to the 
extent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 17, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 

on the matter accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D, C. 20549. Acopy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) on the Applicants at the address stated above. 
Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule O-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the matter will be issued as of course following 
December 17, 1973, unless the Commission thereafter 
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orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter including the date of the hear- 
ing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8107/November 28, 1973 


In the Matter of 


SECURITY EQUITY FUND, INC. 

SECURITY INVESTMENT FUND, INC. 
SECURITY ULTRA FUND, INC. 

SECURITY BOND FUND, INC. 

SECURITY MANAGEMENT COMPANY, INC. 
and 


SECURITY DISTRIBUTORS, INC. 
Security Benefit Life Building 

700 Harrison Street 

Topeka, Kansas 66636 

(812-3489) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR AN ORDER EXEMPTING APPLICANTS FROM 
SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Security Equity Fund, 
Inc., Security Investment Fund, Inc., Security Ultra Fund, 
Inc., and Security Bond Fund, Inc. ("Funds”), open-end 
diversified management investment companies registered 
under the Investment Company Act of 1940 ("Act”), and 
the Funds’ investment adviser, Security Management Com- 
pany, Inc., (“Management Company”), and its wholly-owned 
subsidiary which is the Funds’ underwriter, Security Dis- 
tributors, Inc. (referred to herein collectively with the Funds 
and Management Company as ” Applicants”), have filed an 
application pursuant to Section 6(c) of the Act for an order 
exempting the transactions described below from Section 
22(d) of the Act. All interested persons are referred to the 
application, as amended, on file with the Commission for a 
statement of the representations made therein, which are 
summarized below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
thereof shall sell any redemable security issued by such 
company to any person except at a current offering price 
described in the prospectus. 


Securities of the Funds are sold at prices which, as de- 
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scribed in the prospectuses of such Funds, include sales 
charges. Applicants propose to offer to persons who re- 
deem shares of any of the Funds a one-time privilege: (a) 
to reinstate their accounts by repurchasing shares at net 
asset value without a sales charge; or (b) to the extent the 
redeemed shares would be eligible for the conversion pri- 
vilege available generally to stockholders, to purchase shares 
of any of the other Funds at net asset value without a sales 
charge. Reinvestment or purchase of the shares of any of 
the other Funds without sales charges would be limited to 
the amount of the proceeds of a redemption. A written 
notice of the reinvestment or purchase of shares of any of 
the other Funds would have to be post marked or received 
by the Applicants within 15 days after the redemption re- 
quest had been received by the Applicants and would be 
processed at the applicable net asset value as of the day that 
notice of the exercise of the privilege is received. Infor- 
mation concerning tne privilege would be included in the 
prospectus of each of the Funds and notice of the privilege 
would also be given to eligible persons in writing or by tele- 
phone as part of the handling of their redemption request. 
No compensation of any kind would be paid to any dealer 
or salesman in connection with the purchase or conversion 
of shares pursuant to exercise of the privilege. Any cost 
involved would be borne by the Management Company. 


Applicants contend that the proposed privilege would en- 
able investors to be reminded of features of their investment 
which they may have overlooked or of which they may 
have been unaware at the time they redeemed. In addition, 
Applicants assert that the privilege does not operate to the 
prejudice of the Funds or their stockholders and that the 
one-time feature will prevent any speculation or trading 
against the Funds. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person or 
transaction from any provisions of the Act if such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 21, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. Acopy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit or in case of an attorney-at-law 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the application will be issued as of course following De- 
cember 21, 1973, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
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whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8108/November 28, 1973 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 


and 


STATE MUTUAL SECURITIES, INC. 
440 Lincoln Street 
Worcester, Massachusetts 01605 


(812-3520) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


State Mutual Life Assurance Company of America (the 
"Insurance Company”) and State Mutual Securities, Inc. 
(the “Investment Company”), a diversified, closed-end 
management investment company registered under the 
Investment Company Act of 1940 ("Act"), have filed an 
application for an order pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder permitting the Insurance 
Company and the Investment Company to participate 
jointly in the purchase at par of $5,000,000 principal 
amount of a new issue of 8-%% Senior Notes due 1989 of 
The William Carter Company. 


On October 31, 1973, the Commission issued a notice of 
the filing of the application (Investment Company Act Re- 
lease No. 8063) giving interested persons an opportunity to 
request a hearing and stating that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
Participation of the Investment Company in the proposed 
transaction is consistent with the provisions, policies and 
Purposes of the Act and is not on a basis different from or 
less advantageous than that of any other participant. Ac- 
cordingly, 


4 iT IS ORDERED, pursuant to Section 17(d) of the Act and 








Rule 17d-1 thereunder, that said application is hereby 
granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8109/November 28, 1973 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 


and 


STATE MUTUAL SECURITIES, INC. 
440 Lincoln Street 
Worcester, Massachusetts 01605 


(812-3513) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


State Mutual Life Assurance Company of America (the 
“Insurance Company”) and State Mutual Securities, Inc. 
(the “Investment Company”), a diversified, closed-end 
management investment company registered under the In- 
vestment Company Act of 1940 ("Act”), have filed an appli- 
cation for an order pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder permitting the Insurance Com- 
pany and the Investment Company to participate jointly in 
the purchase at par of $2,500,000 principal amount of a 
new issue of 8-%% Senior Notes due 1989 of Rand McNally 
& Company. 


On October 31, 1973, the Commission issued a notice of 
the filing of the application (Investment Company Act Re- 
lease No. 8062) giving interested persons an opportunity to 
request a hearing and stating that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
participation of the Investment Company in the proposed 
transaction is consistent with the provisions, policies and 
purposes of the Act and is not on a basis different from or 
less advantageous than that of any other participant. Ac- 
cordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act and 


SEC DOCKET/145 





Rule 17d-1 thereunder, that said application is hereby 
granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8110/November 28, 1973 


in the Matter of 


AMERICAN BANCSHARES FUND, INC. 
c/o Mr. Sidney Sosin 

Arvey, Hodes & Mantynband 

One North LaSalle Street 

Chicago, Illinois 60602 

(811-1985) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On October 31, 1973, a notice was issued (Investment 
Company Act Release No. 8052) stating that the Com- 
mission proposed, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 ("Act”), to declare by order 
upon its own motion that American Bancshares Fund, Inc. 
(“Fund”) has ceased to be an investment company as de- 
fined by the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


This matter having been considered, it is found that the 
Fund has ceased to be an investment company. Ac- 
cordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of American Bancshares Fund, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8111/November 28, 1973 
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In the Matter of 
CAL-WESTERN SEPARATE ACCOUNT A 
and 


CALIFORNIA-WESTERN STATES LIFE 
INSURANCE COMPANY 

2020 L Street 

Sacremento, California 95814 

(812-2736) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT 


The California-Western States Life Insurance Compa 
("Cal-Western”), a stock life insurance company organized 
under California law, and Cal-Western Separate Account A 
("Separate Account A”), a diversified, open-end manage- 
ment investment company registered under the Investment 
Company Act of 1940 ("Act”), (herein collectively referred 
to as "Applicants”), have filed an application pursuant to 
Section 6(c) of the Act for an order of exemption from the 
provisions of Section 22(d) of the Act permitting the fol- 
lowing in connection with Applicants’ Individual Variable 
and Fixed Retirement Contract (“Combined Contract”): 
(i) deductions for sales and administrative expenses to be 
based upon the aggregate amount of payments made for 
both the fixed and variable portions of the Combined Con- 
tract to the variable annuity side to be made without sales 
and administrative charges (not more than a year); and 
(iii) purchases of the Combined Contract with proceeds 
payable by Cal-Western under insurance policies, fixed 
annuities, or variable annuities issued to fund retirement 
plans under Sections 401, 403(a) and 401 (b) of the 
Internal Revenue Code of 1954, also to be made without 
sales and administrative charges (not more than once a 
year). 


On November 5, 1973, the Commission issued a notice of 
filing of said application (Investment Company Act Re- 
lease No. 8070). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued upon the basis 
of the information stated therein unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemptions is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for the aforementioned exemptions from 
the provisions of Section 22(d) of the Act be, and it hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8112/November 29, 1973 


In the Matter of 


MOSHER, INC. 

Suite 415 

2727 Allen Parkway 
Houston, Texas 77019 


(812-3523) 


ORDER PURSUANT TO SECTION 6(c) EXEMPTING 
APPLICANT FROM ALL PROVISIONS OF THE ACT 


On November 1, 1973, a notice was issued (Investment 
Company Act Release No. 8057) of an application filed by 
Mosher, Inc. ("Applicant”), pursuant to Section 6(c) of the 
Investment Company Act of 1940 ("Act”), for an order 
temporarily exempting Applicant from all provisions of the 
Act. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy and pro- 
visions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
Applicant be, and it hereby is, exempted from all pro- 
visions of the Act and the Rules and Regulations thereunder 
until January 1, 1974. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8113/November 29, 1973 


In the Matter of 


WEALTH INC. 

c/o Fred J. Bacon 

410 Utah Savings & Trust Bidg. 
Salt Lake City, Utah 84115 


(811-935) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 





On October 25, 1973, a notice was issued (Investment 
Company Act Release No. 8048) stating that the Com- 
mission proposed, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 (”Act”), to declare by order 
upon its own motion that Wealth Inc. has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that Wealth 
Inc. has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Wealth Inc., under the Act shal! 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8114/November 29, 1973 


In the Matter of 


FIFTH EMPIRE FUND, INC. 
THIRD EMPIRE FUND, INC. 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 


(812-3475) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT 


Fifth Empire Fund, Inc. (“Fifth”) and Third Empire Fund, 
Inc. (“Third”), both registered as diversified, open-end 
management investment companies under the Investment 
Company Act of 1940 ("Act”), have filed an application 
pursuant to Section 17(b) of the Act for an order exemp- 
ting from the provisions of Section 17(a) of the Act the 
proposed merger of Third into Fifth on the basis of their 
respective net asset values. 


On November 2, 1973, a notice was issued (Investment 
Company Act Release No. 8069) of the filing of the appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found, on the basis 
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of the information stated in the application, that the terms 
of the proposed transaction are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned, and that the proposed transaction is consistent with 
the policies of Fifth and Third and with the general purpose: 
of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed transaction as set forth in the application be, 
and it hereby is, exempted from the provisions of Section 
17(a) of the Act, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8115/November 29, 1973 


In the Matter of 


HEDBERG AND GORDON LEVERAGE FUND 
111 North Broad Street 
Philadelphia, Pennsylvania 19107 


(811-1934) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that Hedberg and Gordon 
Leverage Fund (the “Applicant”), a Pennsylvania corpo- 
ration registered under the Investment Company Act of 
1940 (the “Act”) as a diversified, open-end, management 
investment company, has filed an application pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission for 
a statement of the representations made therein which are 
summarized below. 


On February 27, 1973, Applicant's board of directors 
voted unanimously to submit to shareholders a proposed 
plan (the “Plan”) for the dissolution of Applicant and the 
liquidation of its assets. 


On May 15, 1973, Applicant’s shareholders approved the 
Plan. Pursuant to the Plan, the Applicant is to be liquidated 
by converting all of its securities and assets to cash and, 
after payment of or provision for liabilities, distributing 

the net cash proceeds to the shareholders of Applicant. 
Virtually all of Applicant’s assets have been converted to 
cash and distributed pro-rata to Applicant’s shareholders as 
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provided by the Plan. 


Applicant's sole remaining asset is a $25,000 principal 
amount 6-%% subordinated note due September 30, 1974 
(the “"Note”) issued by United Information Utilities, Inc. 
Interest on the Note is in default, and it is unclear to Appli- 
cant whether or not the issuer will be able to meet its ob- 
ligation on the maturity date of the Note. Since August 
1972, the Note has been carried on the books of Applicant 
at a nominal amount of $1.00. This Note will be transferred 
to a trust for the benefit of shareholders. The trustees of 
the trust, who will serve without compensation, will be the 
Fund's treasurer and the Fund’s assistant secretary. 


The trust agreement will provide, among other things, that 
the trustees will hold the Note until such time as they 
decide in their sole discretion to sell the Note, or the Note 
is redeemed and the proceeds, if any, distributed to share- 
holders of Applicant, but in no event will the trust continue 
for longer than 10 years from the date of its creation. If 
the Note has not been sold or redeemed as of that time, the 
trust will nevertheless be terminated, and the trustees shall 
sell the Note for cash upon the best terms available and 
distribute the proceeds of such sale to shareholders ac- 
cording to their respective interests in the Note. The 
trustees shall not sell, transfer, or otherwise dispose of the 
Note to any person to whom the Fund would not have been 
able to sell the Note without violating Section 17 of the 
Act had the Fund remained registered as an investment 
company. 


As of May 31, 1973, there were 32 beneficial owners of 
shares of Applicant's outstanding stock. Applicant has 

ceased to offer its shares to the public and has no inten- 
tion to make such distribution in the future. Applicant 
will be dissolved following liquidation of its assets. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 
company, it shall so declare by order, and upon the taking 
effect of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 19, 1973, at 5:30 p.m., sub 
mit to the Commission in writing 2 request for a hearing on 
the matter accompanied by a statemeni as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. 

Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule O-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following December 19, 1973, unless the Com- 
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mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretarv 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8116/November 30, 1973 


in the Matter of 


GENERAL FOODS OVERSEAS 
DEVELOPMENT CORPORATION 

250 North Street 

White Plains, New York 10602 


(812-3490) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM CERTA'N CON- 
DITIONS OF RULE 6c-1 


General Foods Overseas Development Corporation (” Appli- 
cant”) has filed an application for an order of the Com- 
mission pursuant to Section 6(c) of the Investment Com- 
pany Act of 1940 ("Act”) (i) rescinding the Commission’s 
order issued on December 16, 1965, exempting Applicant 
from all the provisions of the Act and the rules and regu- 
lations thereunder, subject to certain conditions specified 
therein and (ii) permitting Applicant to exclude invest- 
ments in and loans to General Foods Corporation and its 
domestic subsidiaries from Applicant's assets for purposes 
of determining whether Applicant meets the conditions of 
Paragraphs (b) (6) and (7) of Rule 6c-1 under the Act. 


On November 1, 1973, a notice (Investment Company Act 
Release No. 8067) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested order is appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 


\ 
M IT IS ORDERED, pursuant to Section 6(c) of the Act, that 


the application for an order (i) rescinding the Commission’s 
order issued to Applicant on December 16, 1965, and (ii) 
permitting Applicant to exclude investments in and loans to 
General Foods Corporation and its domestic subsidiaries 
from Applicant's assets for purposes of determining whether 
Applicant meets the conditions of paragraphs (b) (6) and 
(7) of Rule 6c-1 under the Act, be, and hereby is, granted, 
effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8117/November 30, 1973 


In the Matter of 


SCIENCE INVESTMENTS, INC. 
340 Main Street 
Worcester, Massachusetts 01608 


(811-1049) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On October 30, 1973, a notice was issued (Investment 
Company Act Release No. 8051) stating that the Com- 
mission proposes, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 (”Act”), to declare by order 
upon its own motion that Science Investments, Inc. 
("Science”) has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Science 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Science Investments, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8118/November 30, 1973 


In the Matter of 


INVENTURE CAPITAL CORPORATION 
STUDLEY, SHUPERT & CO., INC. OF BOSTON 


BOUNTY IMPORTS, INC. 
and 


IRVING LEVINE 
441 Stuart Street 
Boston, Massachusetts 02116 


(812-3179) 


ORDER PURSUANT TO SECTION 17(d) AND RULE 
17d-1 THEREUNDER 


Inventure Capital Corporation, (the “Fund”), a non-di- 
versified, closed-end management investment company 
registered under the Investment Company Act of 1940 
(the “Act”), Studley, Shupert & Co., Inc. of Boston (the 
“ Adviser”), the Fund’s investment adviser, Bounty Imports 
Inc. (“Bounty”), a company of which the Fund is a 
majority shareholder, and Mr. Irving Levine ("Levine"), 

a vice-president and director of the Adviser, have filed an 
application for an order pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder permitting Levine to re- 
ceive compensation in an amount not to exceed $10,900 
annually in payment for his services as a business consu!- 
tant to Bounty. 


On November 1, 1973, the Commission issued a notice of 
the filing of the application (Investment Company Act 
Release No. 8068) giving interested persons an opportunity 
to request a hearing and stating that an order disposing of 
the application might be issued on the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that the 
Fund’s ownership of shares of Bounty at the same time that 
Bounty employs, as a consultant, a vice-President and 
director of the Adviser is consistent with the provisions, 
policies and purposes of the Act and not less advantageous 
to the Fund than the participation of any other participant 
is to such participant. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that said application is hereby 
granted, effective forthwith. 
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For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


(Mt 


George A. Fitzsimmons | 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8119/November 30, 1973 


In the Matter of 


COMMERCE FUND, INC. 
IMPACT FUND, INC. 
INDUSTRIES TREND FUND, INC. 


PILOT FUND, INC, 





FUNDS, INC. 
711 Polk Street 
Houston, Texas 77002 


(812-3485) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR AN ORDER EXEMPTING APPLICANTS 
FROM SECTION 22(d) OF THE ACT 


—_—a 


NOTICE IS HEREBY GIVEN that Commerce Fund, Inc., 
Impact Fund, Inc., Industries Trend Fund, Inc., and Pilot 
Fund, Inc. (collectively “Funds”), open-end diversified 
management investment companies registered under the 
Investment Company Act of 1940 ("Act”), and Funds, Inc. 
(“Underwriter”), the principal underwriter for the Funds 
(collectively “ Applicants”), have filed an application pur- 
suant to Section 6(c) of the Act for an order of the Com- 
mission exempting the transactions described below from 
Section 22(d) of the Act. All interested persons are refer- 
red to the application, as amended, on file with the Com- 
mission for a statement of the representations made there- 
in, which are summarized below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
thereof shall sell any redeemable security issued by such 
company to any person except at a current offering price 
described in the prospectus. 


Securities of the Funds are sold at prices which, as described 
in the prospectuses of such Funds, include sales charges. 
Applicants propose to offer to persons who have caused all 
or a portion of their shares of any of the Funds to be re- 
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deemed, the privilege of either reinstating their accounts 
without any sales charges or purchasing shares of any of the 
other Funds through the exercise of an exchange privilege 
available to the shareholders of each of the Funds. Such 
privilege could be exercised only once. Reinvestment with- 
out sales charges would be limited to the amount of the 
proceeds of aredemption. Shareholders electing to exercise 
the exchange privilege would be charged a service charge, 
currently $5.00, and would otherwise have to be eligible for 
such privilege. A written order for reinstatement or ex- 
change accompanied by payment for the shares involved 

and the service charge, if applicable, would have to be post: 
marked, or received by the Underwriter or the Funds, within 
fifteen days after redemption and would be processed at 

the net asset vaiue next determined following receipt of 

such written request and payment. No sales commissions 
would be received by the Underwriter or any sales repre- 
sentatives on such reinvestment purchases. 


It is contemplated that the Underwriter, at its expense, 
would include a copy of the current prospectus of the Fund 
and a letter containing information pertinent to redemp- 
tion and the privilege of reinvestment or exchange with the 
redemption check mailed to a redeeming shareholder. 
Telephone calls to redeeming shareholders by the Under- 
writer are also planned. 


Applicants contend that the proposed privilege will enable 
investors to be reminded of features of their investment 
which they may have overlooked or misunderstood at the 
time they redeemed and would permit an investor to 

rectify a mistake without paying additional sales charges. 
Applicants further submit that since the privilege may only 
be exercised once by any shareholder and only for a limited 
period, the possibility of speculation on short teri declines 
in net asset values is minimized. 


Section 6(c) of the Act provides that the Commission may 
by order upon application conditionally or-unconditionally 
exempt any person, securities or transaction from any pro- 
visions of the Act if and to the extent that such exemption 
is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, no later than December 26, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 

on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
Personally or by mail {air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the Applicants at the addresses stated above. Proof 





of such service (by affidavit or in case of an attorney-at-law 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of the 
application will be issued as of course following December 
26, 1973, unless the Commission thereafter orders a hear- 
ing upon request or upon the Conmission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered, will receive notice of further devel op- 
ments in the matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8120/November 30, 1973 


In the Matter of 


AXE-HOUGHTON FUND A, INC. 
AXE-HOUGHTON FUND B, INC. 
AXE-HOUGHTON STOCK FUND, INC. 
AXE SCIENCE CORPORATION 


AXE SECURITIES CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(812-3316) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR AN ORDER OF EXEMPTION FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Axe-Houghton Fund A, 
Inc., Axe-Houghton Fund B, Inc., Axe-Houghton Stock 
Fund, Inc. and Axe Science Corporation (collectively 
“Funds”), open-end management investment companies 
registered under the Investment Company Act of 1940 
(“Act”), and Axe Securities Corporation ("Underwriter"), 
principal underwriter for the Funds, have filed an appli- 
cation pursuant to Section 6(c) of the Act for an order of 
the Commission exempting the transactions described 
below from Section 2(d) of the Act. All interested persons 
are referred to the application, as amended, on file with the 
Commission for a statement of the representations made 
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therein, which are summarized below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
thereof shall sell any redeemable security issued by such 
company to any person except at a current offering price 
described in the prospectus. 


Shares of each of the Funds are offered to the public at 

net asset value plus varying sales charges depending on the 
amount purchased. Applicants propose to offer to persons 
who redeem shares of any of the Fund a one-time privilege 
to reinstate their accounts by repurchasing shares of either 
the Fund whose shares were redeemed or shares of the 
other Funds at their respective net asset values without a 
sales charge. Reinvestment without additional sales charges 
would be limited to the amount of the proceeds of a re- 
demption. Eligible persons would be given notice of the 
privilege in writing or by telephone as part of the processing 
of redemption requests. To be effective, notice of the 
exercise of the privilege would have to be received by the 
Underwriter or be postmarked within 15 days after the 
redemption request had been received. 


Reinstatement would be made at the applicable net asset 
value determined as of the day notice of the exercise of the 
privilege is received. No sales commission would be payable 
with respect to any purchases made pursuant to the rein 
vestment privilege. 


Applicants contend that investors whose original cs ns 
to redeem or terminate were either ill considered or resulted 
from misunderstandings as to their rights or as to the 
characteristics of their Fund shares would be enablec by 

the privilege to reestablish their investments without paying 
additional sales charges for doing so. Applicants furthe: 
submit that because the privilege may only be exercised 
once and then only within a limited time after redemption 
it does not afford a method of speculation. 


Section 6(c) of the Act provides that the Commission may 
conditionally exempt any person or transaction from any 


provisions of the Act if such exemption is necessary or appro- 


priate in the public interest and consistent with the pro- 
tection of investors and the purpose fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 26, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 


Secretary, Securities and Exchange Commission, Washington, 


D. C. 20549. Acopy of such request shall be served per- 
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sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and Regu- 
lation promulgated under the Act, an order disposing of the 
application herein will be issued by the Commission as of 
course following December 26, 1973, unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6155/November 26, 1973 


SEC v. CAYE CHAPEL CLUB, LIMITED, et al. 
(E.D. Pa., Civil Action No. 73-2605) 


William R. Schief, Administrator of the Washington Re- 
gional Office of the Securities and Exchange Commission 
today announced that on November 16, 1973 the Com- 
mission filed a Complaint for a permanent injunction in 
the United States District Court for the Eastern District of 
Pennsylvania, in Philadelphia, charging Caye Chapel Club, 
Limited and Benjamin Abramson, of Philadelphia, with 
violations of the securities registration provisions of the 
Securities Act of 1933. Caye Chapel Club, Limited was 
incorporated in British Honduras in 1967. Abramson in an 
incorporator, the majority shareholder, president, chairman 
of the board, principal promoter and control person of the 
corporate defendent. 


The subject matter of the Complaint involves the public 
offer and sale to United States investors of unregistered 
common shares of Caye Chapel by the defendants bet- 
ween June 1967 and the present date. The Complaint al- 
leges that the defendants have been and are: 


(a) negotiating the purchase of and purchasing 
Caye Chapel, an unimproved island located off 











the coast of British Honduras, for the avowed 
corporate purpose of developing the island into 
a resort; 


(b) holding themselves out to investors and pros- 
pective investors as specializing in the success- 
ful syndication, promotion, and rapid develop- 


ment of resort real property; 


(c) actively seeking out investors and prospective 
investors and offering for sale and selling to them 
the common stock of Caye Chapel Club 

Limited; 

(d) acquiring, preparing and distributing to 
investors and prospective investors printed 
sales material estimating the prospects for 
Caye Chapel Club Limited; and 


(e) obtaining at least $600,000 from approximate- 


ly 55 investors for said securities. 


Contemporaneously with the filing of this action, the de- 
fendants consented to the entry of a final judgment of 
permanent injunction without admitting or denying the 
allegations contained therein. Pursuant to such consent 

on November 19, 1973 the Honorable Raymond G. Bro- 
derick, United States District Judge for the Eastern District 
of Pennsylvania, entered a Final Judgment permanently 
enjoining the defendants from further violations of the 
aforementioned registration provisions of the federal 
securities laws. 


Litigation Release No. 6156/November 27, 1973 


SEC v. SVEA TRUST COMPANY, S. A., et al 
(S.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
today announced the filing of a complaint for injunction 
on November 20, 1973, seeking to enjoin SVEA, S. A., 
formerly Societe Anonyme de Refinancement (SAR) and 
Northern Trust Company, S. A., a Swiss corporation; 

Jean Keller, a Swiss citizen living in Geneva; Herman William 
Brann, a resident of Scarsdale, New York; Michael L. 
Tedeschi of Dallas, Texas; and G. Lee Conway of Houston, 
Texas from further violations of the registration and anti- 
fraud provisions of the Securities Act of 1933 and the anti- 
fraud provisions of the Securities Exchange Act of 1934 

in the offer and sale of unregistered securities, namely, 
letters of credit and certificates of deposit issued by SAR 
and its successors. 


The complaint which was filed in the U. S. District Court 
for the Southern District of Texas, Houston Division in 





Houston, Texas charged that material misrepresentations 
and omissions were being made concerning, but not 
limited to the negotiability, transferability and hypothec- 
ability of the securities of the issuer, the financial condi- 
tion of the issuer, the ability and intent of the issuer to re- 
deem its securities, the legality of the securities offered 
and sold by the issuer, the use of proceeds and monies re- 
ceived from the sale of securities by the issuer, the relation- 
ship of the individuals offering these securities to the issuer 
and the ownership and control of the issuer. 


Litigation Release No. 6157/November 27, 1973 


S.E.C. v. Y.W.C., INC. and GEORGE IRVINE HALE 
(S.D. Fla., Civil Action No. 73-1763-Civ. - WM) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and Michael J. Stewart, Associate Regional Admin- 
istrator, Miami Branch Office of the Securities and Ex- 
change Commission, today announced that on November 
20, 1973, the Honorable William O. Mehrtens, United 
States District Judge for the Southern District of Florida, 
at Miami, issued an order permanently enjoining Y. W. C., 
Inc. (“Y.W.C.”) and George Irvine Hale (“Hale”), both of 
Miami, Florida, from further violations of Sections 5(a), 
5(c) and 17(a) of the Securities Act of 1933 and Section 
10(b) of the Securities Exchange Act of 1934 and Rule 
10b-5 thereunder. The defendants, without admitting or 
denying the allegation of the complaint consented to entry 
of the order. 


The order also appointed a receiver, who is to take into his 
possession all of Y. W. C’s assets and remove Hale from 
control of Y.W.C.; an accounting of Hale’s assets and 
liabilities was similarly ordered. The Court has retained 
jurisdiction of this matter in order to implement further 
orders and decrees including the Commission’s motion for 
disgorgement by Hale. For further information, see Re- 
lease LR-6146. 


Litigation Release No. 6158/November 28, 1973 


U.S. v. ROBERT L. TAYLOR 
(U.S.D.C., Md., Criminal No. 72-0581 H) 


George Beall, United States Attorney for the District of 
Maryland, and William R. Schief, Administrator of the 
Washington Regional Office of the Securities and Exchange 
Commission, announced that on November 21, 1973, after 
a four week jury trial before Judge Alexander Harvey, I! of 
the United States District Court for the District of Mary- 
land, the jury acquitted defendant Robert L. Taylor for- 
merly of Baltimore on the twelve remaining counts of a 
fourteen count indictment which charged Taylor with vio- 
lations of the registration and anti-fraud provisions of the 
Securities Act of 1933 and the anti-fraud provisions of the 
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Securities Exchange Act of 1934, mail fraud, fraud by 
wire, interstate transportation of stolen property, and con- 
spiracy to commit the aforementioned offenses all in 
connection with the sale of the unregistered stock of 
American Continental Industries, Inc. On November 19, 
1973, Judge Harvey dismissed two counts of the indict- 
ment. 


For further information see Litigation Release Nos. 4173, 
4184, 4220, 4296, 5597, 6089, and 6135. 


Litigation Release No. 6159/November 28, 1973 


SEC v. DEMETRIOS, INC., et al. 
(United States District Court for the Northern District of 
California) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Re- 
gional Administrator of the San Francisco Branch Office, 
announced that on November 19, 1973, a complaint was 
filed in the United States District Court for the Northern 
District of California seeking to enjoin Demetrios, Inc., 
Chris A. Corondoni, James Corondoni, Harry E. McMullin, 
Jr., James Shields, and Scot E. Smith, I! from further vio- 
lations of Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder. 


Demetrios is a New Mexico corporation currently located 
in Albuquerque and is engaged in the development and 
operation of family style restaurants. During a significant 
portion of the time period relevant to the Commission's 
complaint the company headquarters was in Emeryville, 
California. Chris Corondoni and James Corondoni are 
officers and directors of Demetrios and McMullin, Shields, 
and Smith have all acted as advisors to the corporation and 
its officers. 


The Commission’s complaint alleges that Demetrios issued 
a series of three shareholder letters which contained a 
number of false and misleading statements concerning the 
establishment and operation of new subsidiaries in the land 
development, computer, and insurance areas. These share- 
holder letters were part of a scheme devised and imple- 
mented by the defendants to raise the market price of 
Demetrios’ stock in order to make possible a large private 
placement by Demetrios. As a further part of this scheme 
the Commission’s complaint alleges that the defendants 
engaged in a series of purchases of Demetrios stock in the 
over-the-counter market and that Demetrios, Chris Coron- 
doni and James Corondoni induced a number of other 
individuals to purchase Demetrios stock for the purpose of 
raising the price of Demetrios stock and inducing brokers 
and the public to purchase the stock. 


Litigation Release No. 6160/November 29, 1973 
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Securities Exchange Act of 1934 
Release No. 10534/November 29, 1973 


CANADIAN JAVELIN LIMITED (Southern District of 
New York) 


The Securities and Exchange Commission today announced 
the suspension of trading on the American Stock Exchange 
and in the over-the-counter markets in the common stock 
of Canadian Javelin Limited, Montreal, Canada, for a ten- 
day period beginning November 29, 1973 at 3:15 p.m. 
(EST) and continuing through December 8, 1973. At the 
same time the Commission announced the filing of a com- 
plaint in the United States District Court for the Southern 
District of New York against Canadian Javelin, William M. 
Wismer of Montreal, Canada, Canadian Javelin’s president, 
and John C. Doyle, Montreal and Panama City, Panama, 
Canadian Javelin’s Chairman of the Executive Committee 
of the Board of Directors and controlling stockholder 


In its complaint the Commission seeks permanent injunc- 
tions against Javelin, Doyle and Wismer from further 
violations of Sections 5 (registration requirements) and 
17(a) (anti-fraud provisions) of the Securities Act of 1933 
and Sections 10(b) (anti-fraud provisions) and 13(a) (annual 
and periodic reporting requirements) of the Securities Ex- 
change Act of 1934 and various rules thereunder, including 
Rule 10b-5 (anti-fraud rule). In addition, the Commission 
is requesting the court to grant certain ancillary relief, in- 
cluding an order directing Javelin to make corrected filings 
with the Commission and the American Stock Exchange. 
Additional ancillary relief sought by the Commission in- 
cludes the appointment of a special receiver who will be 
authorized to take appropriate steps to insure that Javelin 
will make full and accurate public disclosure of all material 
facts concerning Javelin’s activities as well as the correction 
and amendment of any currently inaccurate filings. The 
Commission also seeks authority for the special receiver to 
be authorized to require an accounting by Javelin of all 
prior sales of Javelin securities, including all material facts 
surrounding the issuance of such securities, and to set up 
procedures to provide that all future sales of securities 
comply with the applicable provisions of the securities 
laws. Finally, the Commission has asked the Court to order 
Mr. Doyle to report to the Court and the Commission on a 
periodic basis all his transactions in securities. 


Canadian Javelin is listed on the American Stock Exchange 
and the large majority of its shareholders are believed to be 
United States citizens or residents. According to the Com- 
mission’s allegations, Javelin, Doyle and Wismer, have 
engaged in a fraudulent course of business which included 
the dissemination of information through press releases and 
otherwise containing false and misleading statements con- 
cerning Javelin and its subsidiaries. Certain of the alleged 
false and misleading statements concern Javelin’s current 
project in the Cerro Colorado region of Panama. In parti- 
cular the Commission has challenged a series of press re- 
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leases issued since June 1973 containing among other things 
“-tatements regarding the status of the project, the com- 
nercial feasibility, if any, of the project, negotiations and 
prospects for future financing, and any eventual copper pro- 
duction, and the interests of other substantial parties in the 
project. The complaint challenges also Javelin’s public 
disclosure concerning its former Newfoundland papermill 
project. The essence of this charge, according to the com- 
plaint, is that Javelin misrepresented the size, scope and 
future prospects of the project. Also, it is alleged that mis- 
leading statements have been made regarding the takeover 
of the Newfoundland project by the Newfoundland Govern- 
ment. 


i) 








Trading in the securities of Javelin was suspended in order 
to allow dissemination of the allegations in the Commission's 

| complaint. The Commission cautions broker-dealers, share- 
holders and prospective purchasers that when trading re- 

} sumes they should consider carefully the foregoing infor- 
mation along with all other currently available information 

| and any information subsequently issued by the company. 

} 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 


said rule, he should not enter any quotation but immediately 

‘ ) contact the staff of the Securities and Exchange Com- 
nission, Division of Enforcement in Washington, D. C. 

| If any broker or dealer is uncertain as to what is required 
by Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such time 
as he has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 
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e TRUST INDENTURE ACT OF 1939 
Release No. 349/November 26, 1973 


On October 8, 1973, the SEC issued a notice giving inter- 

ad ested persons until October 29, 1973, to request a hearing 

on an application by PepsiCo, Inc. (“PepsiCo”), a Delaware 

corporation, pursuant to Section 310(b) (1) (ii) of the 

) Trust Indenture Act of 1939 declaring that the trusteeship 
of First National City Bank ("the Bank”) under an in- 

4 enture of PepsiCo and an indenture of Wilson Sporting 








Goods Co. is not so likely to involve a material conflict of 
interest as to make it necessary to disqualify the Bank from 
acting as trustee (Release No. ). 


No request for a hearing having been received by October 
29, 1973, an order granting said application was issued. 
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ACCOUNTING SERIES 
Release No. 149/November 28, 1973 


See Securities Act Release No. 5441/November 28, 1973. 
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